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Politics 




At least 6,000 people were 
killed when an earthquake of 
magnitude 7.8 struck Nepal, 
one of Asia’s poorest coun- 
tries. Aid agencies struggled to 
reach remote areas in Gorkha 
district, near the border with 
Tibet, where many more bo- 
dies are expected to be found. 
The tremor triggered ava- 
lanches on Mount Everest, 
killing 18 climbers. 

In Pakistan Sabeen Mahmud, 
one of the country’s leading 
liberal activists, was shot dead 
in Karachi by unknown gun- 
men, shortly after she left an 
event to highlight the cases of 
the 5,000 people thought to 
have been abducted and killed 
by the security forces. 

Australia recalled its ambassa- 
dor to Indonesia after the 
Indonesians executed two 
convicted Australian drug 
smugglers, along with six 
others. The gang was arrested 
in 2005 trying to take 8kg of 
heroin out of Bali. Tony Ab- 
bott, the Australian prime 
minister, called their execu- 
tions “cruel and unnecessary”. 

Sticks and stones 

The governor of Maryland 
sent the National Guard to 
Baltimore to quell rioting, the 
worst in the city since 1968. Six 
police officers were seriously 
injured and hundreds of riot- 
ers arrested when violence 
broke out hours after the funer- 
al of a black man who had 
died from spinal injuries that 
he had sustained while in 
police custody. Rioters burned 
down their own neighbour- 
hoods, torching buildings and 
looting shops. Barack Obama 
called them “thugs”. 



America’s Supreme Court 
heard arguments about 
whether gay couples have a 
constitutional right to marry. 

Its decision is expected in June. 

Loretta Lynch was sworn in as 
America’s new attorney- 
general. The Senate took five 
months to approve her ap- 
pointment but the final vote 
was 56-43, with ten Repub- 
licans joining the Democrats to 
support her. 

Jerry Brown, the governor of 
California, set new and 
tougher state targets on curb- 
ing greenhouse gases. He 
called for carbon emissions to 
be cut by 40% by 2030 from 
what they were in 1990. The 
previous target was for an 80% 
cut by 2050. 




Shinzo Abe visited Washing- 
ton, where he became the first 
prime minister of Japan to 
address a j oint meeting of 
Congress. In his speech he 
promoted the benefits of the 
Trans-Pacific Partnership, the 
negotiations for which are said 
to be close to completion, 
though stumbling blocks 
remain, especially over cars 
and agriculture. During his trip 
new guidelines were unveiled 
for Japan’s alliance with Amer- 
ica, which will allow Tokyo to 
take on a more assertive role in 
international security. 

Royals flushed 

King Salman changed the line 
of succession in Saudi Arabia, 
appointing his nephew, Mu- 
hammad bin Nayef, crown 
prince and naming his son, 
Muhammad, who has been 
leading the war in Yemen, as 
second in line. Separately, the 
interior ministry said that 93 
people, most of them Saudi 
citizens, had been arrested in 
the country since December 



on suspicion of being mem- 
bers of Islamic State. 

Iran seized a container ship in 
the Strait of Hormuz, which 
connects Gulf states to the 
open sea. Iran said the vessel, 
registered in the Marshall 
Islands, had been taken be- 
cause of a commercial dispute. 
It said it respected freedom of 
navigation, although it has 
previously threatened to close 
the strait in protest at interna- 
tional sanctions over its nuc- 
lear programme, on which it is 
negotiating with six other 
countries. 

Binyamin Netanyahu was 

poised to complete the for- 
mation of his new cabinet, 
following his victory in Israel’s 
general election in March. Mr 
Netanyahu appeared to have 
assembled a 67-seat strong 
coalition, including the ortho- 
dox religious parties and the 
parties of the political right, 
rather than opting to include 
the Labour Party in a govern- 
ment of national unity. 

It emerged that the French 
government is investigating 
allegations that French peace- 
keeping troops raped boys as 
young as nine years old in the 
Central African Republic last 
year. The claims were first 
made in a classified un report 
that was leaked to the press. 

In Burundi, protests against 
President Pierre Nkurunziza’s 
bid for a third term were met 
with a violent response by the 
army and police. At least six 
people are reported to have 
died, and there have been 
hundreds of arrests. The prot- 
esters say the constitution bars 
Mr Nkurunziza from seeking 
re-election. 

Friends indeed 

A summit in Kiev between the 
European Union and Ukraine 
produced no new pledges of 
support. Ukraine wants more 
generous bail-out funds for its 
economy, military aid, and a 
Eu peacekeeping mission to 
secure its ceasefire line with 
Russian separatists. The eu 
declined to provide any mil- 
itary help and said aid would 
be contingent on reforms. 



A Finnish naval vessel 
dropped two small depth 
charges after detecting what is 
believed to be a Russian 
submarine in Finnish waters. 
Nordic countries have become 
increasingly concerned over 
Russian intrusions into their 
territorial waters and air space. 

The Greek government side- 
lined its controversial finance 
minister, Yanis Varoufakis, 
removing him from responsi- 
bility for negotiations with 
finance ministers from the 
euro zone. Mr Varoufakis’s 
mercurial style had been 
blamed for a loss of trust in 
Greece’s government, which is 
scrambling to come to an 
agreement to unlock billions 
of euros in bail-out financing. 




Britain’s political parties 
began a frantic last week of 
campaigning ahead of an 
election on May 7th, while 
new data showed the econ- 
omy growing in the first quar- 
ter at its slowest pace in two 
years. If the polls are correct, 
no party will hold a maj ority 
on May 8th, meaning another 
coalition government will 
have to be formed. 

Repairing relations 
Chile’s president, Michelle 
Bachelet, said she would 
introduce measures to fight 
“corruption and ethical 
lapses”. They include eliminat- 
ing anonymous donations to 
political parties, state financ- 
ing for parties and the writing 
of a new constitution. Ms 
Bachelet’s son has been at the 
centre of an influence-ped- 
dling scandal. 

Venezuela’s government 
decided to shorten the work- 
day for public employees, from 
eight or nine hours to five-and- 
a-half, to save energy. Electric- 
ity, that is, not the workers’. ►► 
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America’s economy grew by 
just 0.2% in the first quarter at 
an annualised rate compared 
with the previous three 
months. There was no single 
explanation, though bad win- 
ter weather and a labour dis- 
pute at California’s ports 
played a part. With energy 
firms curtailing their explora- 
tion activities, investment in 
wells and mines slumped. At 
its latest meeting the Federal 
Reserve blamed “transitory 
factors”, but the timing of a rise 
in interest rates looks ever 
more uncertain. 

Brazil raised its benchmark 
interest rate by half a percent- 
age point to 13.25%, the highest 
level in six years. It was the 
latest in a long series of consec- 
utive rate rises from the central 
bank, which is trying to tame 
soaring inflation. Meanwhile, 
Sweden’s Riksbank stepped 
up its fight against deflation by 
enlarging its quantitative- 
easing programme. But it 
surprised markets by leaving 
its main interest rate un- 
changed at -0.25%. Thailand’s 
central bank reduced its key 
rate to 1.5% to boost the coun- 
try’s flagging economy. 

Sans Ferdinand 

Ferdinand Piech shocked 
corporate Germany by resign- 
ing as Volkswagen’s chair- 
man. He went after the 
carmaker’s board backed 
Martin Winterkorn, the chief 
executive, in a spat between 
the two. A grandson of the 
inventor of the Beetle, Mr 
Piech has been the driving 
force behind vw for the past 
two decades. His family retains 
considerable clout through its 
share holdings, giving it a say 
in choosing a new chairman. 



Deutsche Bank presented its 
long-awaited reorganisation 
plan, which involves shrinking 
its investment bank, selling its 
Postbank retail subsidiary and 
trimming its debt load. There 
was little detail on cutting 
costs. Deutsche’s leadership 
insisted that it would still 
compete with the titans of 
Wall Street, but investors, 
expecting something more 
ambitious, sent its share price 
down. Earlier, Deutsche paid 
$2.5 billion to settle claims by 
American and British authori- 
ties that it manipulated libor, 
a benchmark interest rate, the 
biggest such fine to date. 

In the latest example of a 
crackdown on graft, China’s 
authorities accused the presi- 
dent of Sinopec, one of the 
country’s oil giants, of “serious 
violations of discipline and 
law”, code for corruption. 
Sinpoec said that Wang Tianpu 
had promptly resigned. 

A drug triangle 

Mylan, a drug company in 
Pennsylvania, roundly rejected 
a $40 billion takeover bid from 
leva, which is based in Israel. 
Mylan wants to pursue its own 
takeover of Perrigo, which is 
incorporated in Ireland, raising 
its offer this week to $36 bil- 
lion-an approach that Perrigo 
immediately spurned. 



Wishing it could plug a leak as 
easily as deleting a tweet, 
Twitter saw its share price 
plunge by 18% after its earnings 
were accidentally published 
on its website and tweeted by 
a financial-data firm while 
markets were still open. Rev- 
enue grew by 74% in the first 
quarter, to $43 6m, but this was 
less than investors had hoped 
for. It made yet another net 
loss, of $i62m. With growth 
tepid in its user base, Twitter 
also lowered its annual profit 
outlook. 

Time Warner Cable was 

rumoured to be seeking a new 
merger partner, following 
Comcast’s decision to pull its 
$45 billion takeover offer in the 
face of opposition from regu- 
lators to a deal. A combined 
company would have carved 
out roughly 30% of America’s 
cable-Tv market and provided 
almost 60% of broadband 
connections, which was a 
concern to Netflix and others 
in the rapidly growing stream- 
ing-TV industry. 

Comcast was not the only 
company to have its ambitions 
thwarted by competition 
regulators this week. A merger 
between Applied Materials, 
which is based in California, 
and Tokyo Electron that 
would have created the 



world’s biggest producer of 
chipmaking-equipment was 
called off because of antitrust 
concerns in America. 

Apple sold more iPhones in 
China than in America for the 
first time in the latest quarter, 
which helped push net profit 
up to $13.6 billion. In a now 
familiar tale, Samsung report- 
ed another drop in quarterly 
profit, to 4.6 trillion won ($4.3 
billion), as it continued to be 
squeezed in the smartphone 
market between Apple and 
lower-cost Chinese rivals. 

BP kicked off the earnings 
season for big oil firms, report- 
ing a profit of $2.6 billion for 
the first quarter. This was 20% 
lower than in the same period 
a year earlier, when Brent 
crude averaged $108 a barrel, 
compared with $54 in the first 
three months of 2015. 

It was either that or Walmart 
Ben Bernanke, who retired as 
chairman of the Federal Re- 
serve in 2014, has joined the 
ranks of workers with multiple 
part-time jobs. Having already 
taken a position at Citadel, a 
hedge fund, this week he 
j oined pimco, an investment 
firm, as a senior adviser. 



Other economic data and news 
can be found on pages 80-81 
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Who should govern Britain? 



Despite the risk on Europe, the coalition led hy David Cameron should have a second term 



B ritain is a midsized island 
with outsized influence. Its 
parliamentary tradition, the 
City’s global role, the union of 
England, Scotland, Wales and 
Northern Ireland, membership 
of the European Union and a 
history of leading revolutions in 
economic policy mean that British elections matter beyond 
Britain’s shores. But few have mattered more than the one on 
May 7th, when all these things are at stake. 

Though you would never know it from the campaigns’ pet- 
ty squabbling, the country is heading for profound and poten- 
tially irrevocable change. The polls suggest that no combina- 
tion of parties will win a stable majority- which could be the 
death knell for strong government (see page 49). May 7th could 
also mark the point of no return for the troubled union be- 
tween England and Scotland, thanks to a surge in support for 
the secessionist Scottish National Party (snp). The Tories have 
promised to renegotiate Britain’s relations with the eu and put 
the result to an in/out referendum on membership by the end 
of 2017. Meanwhile Ed Miliband, Labour’s leader, wants to re- 
make British capitalism in pursuit of a fairer society. If he had 
his way, he would be the most economically radical premier 
since Margaret Thatcher. 

A balance of risks 

If the stakes are high, the trade-offs are uncomfortable, at least 
for this newspaper. Our fealty is not to a political tribe, but to 
the liberal values that have guided us for 172 years. We believe 
in the radical centre: free markets, a limited state and an open, 
meritocratic society. These values led us to support Labour’s 
Tony Blair in 2001 and 2005. In 2010 we endorsed David Cam- 
eron, the Tory leader, seeing in him a willingness to tackle a 
yawning budget deficit and an ever-expanding state. 

Eive years on, the choice has become harder. The Tories’ 
Europhobia, which we regretted last time, could now do grave 
damage. A British exit from the eu would be a disaster, for both 
Britain and Europe. Labour and the Liberal Democrats are bet- 
ter on this score. But such is the suspicion many Britons feel to- 
wards Brussels that a referendum on Britain’s membership of 
the EU is probably inevitable at some point. And we believe 
that the argument can be won on its merits. 

The Lib Dems share our welcoming attitude towards immi- 
grants and are keen to reform the voting system. But they can at 
most hope to be the junior partner in a coalition. The elector- 
ate, and this newspaper, therefore face a choice between a 
Conservative-dominated government and a Labour-domin- 
ated one. Despite the risk on Europe, the better choice is Mr 
Cameron’s Conservatives. 

Our decision is based on the economy, where the Conser- 
vative-Lib Dem coalition has a stronger record than many real- 
ise and where Labour poses a greater risk. Admittedly, the mac- 
roeconomic signals are mixed. The budget deficit, at 5% of gdp, 
is still the second-highest in the 07. As Britons consume more 
than they produce, the current-account deficit is a worrying 



5.5% of GDP. And although employment is high, living stan- 
dards have suffered and productivity is weak. Adjusted for in- 
flation, wages have fallen every year since 2009. 

The Tories have made this squeeze on British living stan- 
dards more painful, particularly for young people. They have 
protected pensioners from budget cuts and showered them 
with tax giveaways, forcing bigger sacrifices elsewhere. A fail- 
ure to boost housing supply has led to soaring prices, also hit- 
ting the young. Some of the Tories’ election promises-to spare 
houses worth up to £im ($i.5m) from inheritance tax and to sell 
social housing at a discount-are economically indefensible 
vote-buying gestures that will only add to the unfairness. 

But three things count in the Tories’ favour. The coalition 
has cut the deficit more pragmatically than it admits and more 
progressively than its critics allow. When the economy weak- 
ened, the Tories eased the pace (although not by as much as 
this newspaper would have liked). Though the poorest Britons 
have been hit hard by spending cuts, the richestio% have born 
the greatest burden of extra taxes. Eull-time workers earning 
the minimum wage pay a third as much income tax as in 2010. 
Overall, inequality has not widened-in contrast to America. 

The record on public services is good. Government spend- 
ing has fallen from 45-7% of gdp in 2010 to 40.7%, yet public sat- 
isfaction with the police and other services has gone up. Al- 
though almost im public-sector jobs have been cut, Britain has 
a higher share of people in work than ever before. Erom extra 
competition in education (with new free schools and acade- 
mies) to the overhaul of the benefits system, public services 
are being revitalised. Some innovations have failed, including 
a rejigging of the National Health Service (nhs), but Britain’s 
reform of the state has been energetic and promising. 

And lastly, in the short term, Britain’s weak productivity is 
the corollary of a jobs-rich, squeezed-wage recovery. Wage 
stagnation, as our briefing explains (see pages 18-20), is not an 
exclusively British malaise. It is also preferable, both in eco- 
nomic efficiency and social equity, to the Erench or Italian dis- 
ease of mass joblessness. Better to recover from a financial 
crash and deep recession with a flexible labour market in 
which wages adjust than through unemployment. Britain will 
be a model for Europe if the Tories can boost productivity-and 
they aim to do so by improving schools and infrastructure, giv- 
ing power and money to cities and investing in science. 

Statism masquerading as progressivism 

Labour has a different way to tackle what it calls the “crisis” in 
living standards. In fiscal terms, its agenda belongs to the mod- 
erate centre-left. Mr Miliband also promises deficit reduction, 
and at a pace that makes more macroeconomic sense than the 
Tories’ plan-though his numbers are vaguer, and Labour’s re- 
cord makes them harder to believe. He proposes a bit more re- 
distribution: Labour plans tax increases for the wealthy, in- 
cluding raising the top rate of tax back to 50%, from 45%, and 
imposing a “mansion tax” on houses worth more than £2m. 
Individually, many of these proposals are reasonable. (The an- 
nual mansion tax on a £3m London house would be only 
£3,000, a fraction of the levy on New York property.) But, taken ►► 
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► together, these plans risk chasing away the most enterprising, 
particularly the footloose global talent that London attracts. 

Labour’s greater threat lies not in redistribution, but in med- 
dling. Mr Miliband believes that living standards are squeezed 
because markets are rigged-and that the government can step 
in to fix them. He would freeze prices while “reviewing” ener- 
gy markets, clamp down on the most flexible “zero-hour” la- 
bour contracts and limit rent rises. Along with this suspicion of 
private markets is an aversion to competition in the public sec- 
tor, leading to proposals for, say, a cap on profit margins when 
private companies contract to provide services for the nhs. 

Mr Miliband is fond of comparing his progressivism to that 
of Teddy Roosevelt, America’s trustbusting president. But the 
comparison is false. Rather than using the state to boost com- 
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petition, Mr Miliband wants a heavier state hand in markets- 
which betrays an ill-founded faith in the ingenuity and wis- 
dom of government. Even a brief, limited intervention can cast 
a lasting pall over investment and enterprise-witness the 75% 
income-tax rate of France’s president, Francois Hollande. The 
danger is all the greater because a Labour government looks 
fated to depend on the snp, which leans strongly to the left. 

On May yth voters must weigh the certainty of economic 
damage under Labour against the possibility of a costly eu exit 
under the Tories. With Labour, the likely partnership with the 
SNP increases the risk. For the Tories, a coalition with the Lib 
Dems would reduce it. On that calculus, the best hope for Brit- 
ain is with a continuation of a Conservative-led coalition. 
That’s why our vote is for Mr Cameron. ■ 



Illegal drugs 

The wars don’t work 



As one war on drugs ends, another is starting. It will be a failure, too 



I N 1971 Richard Nixon fired the 
first shot in what became 
known as the “war on drugs” by 
declaring them “public enemy 
number one”. In America and 
the other rich countries that 
fought by its side, the campaign 
meant strict laws and harsh sen- 
tences for small-time dealers and addicts. In the poor, chaotic 
countries that supplied their cocaine and heroin, it meant 
uprooting and spraying coca and poppy crops, and arming 
and training security forces. Billions of wasted dollars and 
many destroyed lives later, illegal drugs are still available, and 
the anti-drug warriors are wearying. In America and western 
Europe addiction is increasingly seen as an illness. Marijuana 
has been legalised in a few places. Several countries may fol- 
low Portugal, which no longer treats drug use as a crime. 

But even as one drug war begins to wind down, another is 
cranking up across Asia, Russia and the Middle East (see page 
52). Echoing Nixon, China’s president has called for “forceful 
measures to wipe [drugs] out”; his Indonesian counterpart has 
declared drugs a “national emergency”, and in January sent 
six traffickers to a firing squad. This week Indonesia executed 
eight more, despite international pleas for clemency. Iran is ex- 
ecuting five times as many drug-smugglers as it did a few years 
ago. Russia is arguing for the spraying of opium-poppy fields in 
Afghanistan, and is trying to get its neighbours to follow it in 
banning methadone, an opioid used to wean heroin addicts 
off their fix. Earlier this year China lobbied the UN’s drug-con- 
trol body to place tighter restrictions on ketamine, an anaes- 
thetic, though it failed-for now, at least. 

Prohibition suits criminal gangs, which enjoy exclusive 
control of a global market worth roughly $300 billion annual- 
ly. It is also convenient for corrupt politicians and officials, who 
can extract rents for turning a blind eye. Several of those whom 
Indonesia executed this week claimed that judges offered 
them clemency in exchange for huge bribes. In the main, 
though, what drives the new drug warriors is the same convic- 
tion that animated the old ones: the sincere, if mistaken, belief 
that cracking down on traffickers and users will make addic- 



tion go away. The lesson of the first war is that it will not. 

When Peru drove away its coca growers, they moved to Co- 
lombia. When Colombia kicked them out, they went back to 
Peru. After the Caribbean cocaine-trafficking route was sealed, 
new, bloodier ones sprang open in Mexico, and then in Central 
America. A shortage of one drug caused by a big seizure sel- 
dom lasted long; in the meantime addicts turned to alterna- 
tives, sometimes more dangerous ones. When clean needles 
were hard to get hold of, they used dirty ones. The drug war 
turned Latin American “cartels” into bands of sadistic, well-fi- 
nanced killers whose reach extended into governments, secu- 
rity forces, judiciaries and jails. Those preparing to prosecute 
the next drug war need only look west to see what lies ahead 
of them: more violence and corruption; more hiv/aids; fuller 
jails-and still the same, unending supply of drugs. 

Meanwhile, rules meant to stop opioids leaking to the black 
market have left the innocent to die in avoidable pain. Multi- 
ple-sclerosis sufferers and cancer patients undergoing chemo- 
therapy have been denied the relief that cannabis can bring. 
Some researchers think that lsd (acid), mdma (Ecstasy) or psi- 
locybin (the active ingredient in magic mushrooms) might 
help treat depression. But nobody knows, because drug laws 
have made trials close to impossible. The row over ketamine is 
an unwelcome reprise. A safe, orally administered anaesthet- 
ic, it can be used outside hospitals, even for caesarean sections 
and amputations. If China succeeds in tightening restrictions 
on the drug, poor people in countries with weak health sys- 
tems will suffer and even die unnecessarily. 

A better prescription 

In the West few politicians have been ready to admit the drug 
war’s failure-even as they quietly moderate their policy. They 
need to be honest with their own voters about the misery it 
has caused. Only then can they make a good case to the rest of 
the world that drug addicts need treatment, not prison, and 
that supply should be managed, not suppressed. A un meet- 
ing next year to take a fresh look at the international conven- 
tions that shape national drug laws would be an excellent 
place to start. The first drug war caused devastation enough. 
For history to repeat itself would be a tragedy. ■ 
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The South China Sea 

Sea of troubles 



A disputed sea is a growing security nightmare— and increasingly an ecological one 



A MERICA and its friends in 
-/xAsia have long worried 
about the South China Sea be- 
coming a Chinese lake-a vast 
stretch of water, through which 
half the world’s commercial 
shipping passes, falling under 
the control of China’s fast-ex- 
panding navy and coastguard. In the past few months these 
fears have been amplified by satellite pictures showing Chi- 
nese barges pouring sand onto disputed reefs, in order to turn 
them into islands. On several of these remote outcrops, unsuit- 
ed to civilian habitation, China appears to be building airstrips 
and harbours to accommodate jets and warships. 

With this show of military force, China is asserting a long- 
standing, if outrageous, claim to ownership of virtually the en- 
tire sea. This is a dramatic change of tack (see page 37 ). China 
still claims to believe in settling territorial disputes by diplo- 
macy. Yet, by going ahead and planting its flags, it is ignoring 
the protests of its neighbours, not to mention America. 

This change is even more unsettling, given that for years 
China has been trying to win friends in South-East Asia. The 
ten-country Association of South-East Asian Nations (asean) 
is usually reluctant to criticise the giant next door. Yet on April 
28 th its leaders ended an annual summit in Malaysia with an 
unusually blunt statement: reclamation work on the reefs, 
they said, had “eroded trust and confidence” in the South Chi- 
na Sea and threatened to “undermine peace, security and sta- 
bility”. And in Washington, standing next to Japan’s prime 
minister, Shinzo Abe, President Barack Obama said that “real 
tensions” had arisen in the South China Sea and that China’s 
muscle-flexing was “the wrong way” to go about things. 



There has always been a risk that rivalries in the South Chi- 
na Sea could flare into military conflict. In 2002 China and 
ASEAN agreed that disputants should resolve differences 
peacefully, “exercise self-restraint” and adopt a formal code of 
conduct for their activities. But China has shown no eagerness 
to develop such a code. The Philippines, fed up with its obdu- 
racy, has challenged the basis of its territorial claims before a 
UN-backed tribunal. China has refused to co-operate. All sides 
are now digging in their heels. 

ASEAN is right to speak with a united voice (at last). If it 
sticks together, it stands a better chance of persuading China to 
embrace a code of conduct. But asean is weak and will be- 
come weaker if its largest member, Indonesia, fails to play a 
leading role-as may happen under the country’s new presi- 
dent, Joko Widodo (see page 34)- Although China has signed 
up to the UN Convention on the Law of the Sea, which sets the 
rules for territorial claims, America has yet to ratify it. That 
makes the convention’s principles easier to ignore. 

Greening the way to peace 

Security is not the only concern in the South China Sea. The en- 
vironment is also under threat. Like the Mediterranean, the sea 
is shallow and largely enclosed. An ecological catastrophe is 
taking place, as reclamation destroys reefs, agricultural and in- 
dustrial run-off poisons the water and overfishing depletes 
fish stocks. The littoral states ought to be working together to 
manage the sea, but the dispute over sovereignty fosters the 
fear that any collaboration will be taken as a concession. 

If they are to save the sea, the regional states must urgently 
put aside their differences. Indeed, if they could only co-oper- 
ate over the environment, they might just find the territorial 
disputes easier to settle, too. ■ 




Gay marriage in America 

Bless it 



The legal case for allowing gay marriage is as clear as the moral one is urgent 



APRIL DEBOER and Jayne 
-/xRowse have lived together 
for ten years and want to get 
hitched. However, the state of 
Michigan, where they live, 
won’t let them. So they cannot 
formally adopt each other’s chil- 
dren and there is no guarantee, 
if one of them dies, that the rest of the family will be allowed to 
stay together. Another gay couple, Ijpe DeKoe and Thomas 
Kostura, were married in New York. But after Mr DeKoe, a sol- 
dier, finished serving in Afghanistan, the couple moved to Ten- 
nessee, which does not recognise their union. Both couples are 
suing to have their states’ bans on same-sex marriage struck 
down. The case, named Obergefell v Hodges, reached Ameri- 



ca’s Supreme Court on April 28 th (see page 21 ). Many expect 
the justices to make gay marriage legal throughout America. 

That would be a slap in the face of democracy, some say. 
Marriage has long been a matter for the states to regulate, not 
the federal government. In several liberal states lawmakers 
have given the go-ahead to same-sex unions; in conservative 
states they have not. If voters do not like this outcome, they are 
free to elect different politicians. If advocates of gay marriage 
want to rewrite the rules of an ancient institution in Michigan 
or Tennessee, they should persuade Michiganders and Ten- 
nesseans of the justice of their cause, rather than relying on the 
courts to overrule the will of the people. 

This is not a foolish argument. In general, big social contro- 
versies are better settled democratically than by judicial fiat. 
However, the court’s first duty is to uphold the constitution, ►► 
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► which means striking down laws that violate it. It has some- 
times overstepped its authority. In 1973, for example, when 
abortion was legal in some states but not in others, the court 
ruled in Roe v Wade that it should be legal everywhere, citing a 
right to privacy that is nowhere mentioned in the constitution. 
This newspaper favours legal abortion, but in Roe the justices 
invented the law rather than interpreting it, substituting their 
preferences for those of voters. That power-grab has poisoned 
the debate on abortion in America ever since. 

Opponents of same-sex marriage worry that the court is 
planning to do the same thing again. But Obergefell v Hodges is 
not like Roe v Wade; it is more like Brown v Board of Education 
(which barred racial segregation in schools in 1954) or Lovingv 
Virginia (which struck down state bans on interracial marriage 
in 1967). The constitution says that no state may “deny to any 
person within its jurisdiction the equal protection of the 
laws”. Limiting marriage to heterosexuals plainly denies such 
equality to gay people. So the court should strike down all re- 
maining bans on same-sex marriage. The legal case is clear. 
The moral one is compelling. 

Traditionalists will certainly object. But the backlash will be 
nothing like as severe or long-lasting as the one that followed 



Roe V Wade. (To this day, no candidate can win the Republican 
presidential nomination without swearing to appoint judges 
who will try to overturn that decision.) Same-sex marriage is 
not like abortion. There are no difficult trade-offs: allowing gay 
couples to wed has no effect on the health or stability of 
heterosexual unions. And there are no victims: anti-abortion 
campaigners can wave placards showing bloody fetuses, but 
campaigners against gay marriage will struggle to find anyone 
who has been harmed by it. 

The right to be smug and boring 

Some Republicans in Congress are threatening to cut funds for 
any federal enforcement of a court ruling they do not like, but 
they will not get far. Indeed, many in their party will be glad to 
see the issue taken out of their hands, for they know this is a 
battle they will lose sooner or later. Public opinion has 
changed fast, and in a relentlessly liberal direction. The most 
religious and conservative states are now less hostile to gay 
marriage than the most secular, liberal ones were a decade 
ago. The justices will no doubt have an eye on history as they 
deliberate. With luck, they will reach a decision they will not 
be ashamed to explain to their grandchildren. ■ 



Business in France 

Double trouble 



Treating shareholders unequally will not help French firms conquer the world 



F rance has always been 
proud of its corporate cham- 
pions. But these are worrying 
times. Only one French firm is in 
the global top 50 by market val- 
ue. The country’s stockmarket is 
just 3% of the world’s total, 
down from 5% a decade ago. 

An American activist fund, psam, has just mauled Vivendi, 
a media firm. Flagging Gallic contenders, among them Alstom 
(engineering), Alcatel (telecoms) and Lafarge (cement), are be- 
ing bought by foreigners. The Chinese are coming. Peugeot has 
sold a stake to Dongfeng, a carmaker from Wuhan that doubt- 
less hopes to take control eventually. Club Med, a holiday firm 
managed by the son of a French president, is now in the hands 
of a billionaire who began by selling bread in Shanghai. 

Enter, stage left, the French government, which has legislat- 
ed to strong-arm firms to give souped-up voting rights to loyal 
shareholders. It reckons this will protect firms from specula- 
tors and raiders, and allow them to punch above their weight. 
The idea has plenty of support across Europe. In reality, it will 
do more harm than good. 

A revolutionary idea 

The “Florange law” was passed in 2014 and will come fully into 
force in March 2016. Shareholders who have owned stock in a 
listed French company for more than two years will then see 
their voting rights double. The change is automatic unless two- 
thirds of shareholders vote to amend their firms’ constitutions, 
as some are now scrambling to do (see page 56). 

The rule is bad for two reasons. First, it will add clout to an 
elite of insiders whose record is mediocre. Two-thirds of firms 



in the CAC-40 index have a long-standing anchor investor- 
usually the state, a family or a mogul. They will become more 
powerful. Vincent Bollore, a tycoon, will take creeping control 
of Vivendi. The government will probably get more sway over 
Renault, to the irritation of its boss, Carlos Ghosn. 

Supporters say that such anchor investors allow firms to 
plan for the long run. Google, for example, is controlled by its 
founders and can ignore Wall Street’s whims. But mature firms 
often stagnate if insulated from outside threats. Orange (for- 
merly France Telecom) and Bouygues, a conglomerate, are pro- 
tected by the state and a family respectively and have drifted 
since the 1990s. Bosses in Italy are adept at creating fiddly capi- 
tal structures that fortify their control and feeble at building 
competitive multinationals. 

Second, France is attempting to impose double voting rights 
as a default option. One-share-one-vote is not a divine right; 
nor is a wholly free market for takeovers. Firms should be al- 
lowed to issue whatever securities they want-though, if they 
protect themselves, they will pay a higher cost of capital and 
may perform worse. Even countries that think an open ap- 
proach to ownership breeds more ruthless and valuable firms 
will block deals that genuinely threaten the public interest. 

But when a country systematically tries to enforce unequal 
shareholder rights (and even worse, does so on already-listed 
firms) there are high costs. The voting power that France is tak- 
ing from newer investors has a value: shares without votes 
typically trade at a discount of 5-10% to those that do, and as 
much as 40% when managers are mistrusted. The higher cost 
of capital will apply to all French firms; their valuations will be 
lower than their peers’ in investor-friendly places; and they 
will find it harder to issue shares to pay for expansion or take- 
overs. That will hardly help them command the global stage. ■ 
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Polling issues 

You argue that allowing online 
voting in Britain would in- 
crease the number of young- 
sters who participate in elec- 
tions (“Apathetic fallacy”, April 
i8th). But where is the proof? 
Actually, the evidence is that 
internet voting does not 
increase voter participation. A 
recent study in British 
Columbia concluded that it 
has increased turnout in some 
elections, but when other 
factors such as the closeness of 
the race and a spike in interest 
in particular contests are taken 
into account, internet voting 
does not generally cause non- 
voters to participate. Instead, 
“internet voting is mostly used 
as a tool of convenience for 
individuals who have already 
decided to vote.” 

There is also the issue of 
online security. In a recent 
election in New South Wales, 
Australia, 66,000 people voted 
online before a security hole in 
the system was discovered and 
patched. No one knows if 
those votes were tampered 
with, since it is impossible to 
determine whether or not the 
electronic versions of the 
ballots accurately reflect the 
will of those 66,000 people. 
Voters’ computers can also be 
targeted by election-rigging 
malware that could modify 
their selections without their 
knowledge. 

The idea that election offi- 
cials can protect their comput- 
ing systems from attacks when 
large organisations such as 
Google and the Pentagon are 
unable to do so is ludicrous. 
There is a consensus within 
the computer-security in- 
dustry that all the current 
online-voting systems are 
insecure and are subject to 
hacking. Please do not encour- 
age the practice in Britain. 
BARBARA SIMONS 
Chair 

Verified Voting 
San Francisco 

It was disappointing to see The 
Economist recommend repli- 
cating Estonia’s online-voting 
process. A study of the 
Estonian system in 2014 by a 
team from the University of 
Michigan and Open Rights 



Group, a digital-privacy organi- 
sation, found that there were 
“abundant ways” by which 
“an attacker could disrupt the 
voting process or cast doubt on 
the legitimacy of results”, and 
that the level of security need- 
ed to make online voting as 
secure as paper-ballot voting 
does not exist yet. 

A hacked election, or worse 
still, an election in which 
online voters buy and sell 
votes, would be a disaster for 
democratic legitimacy. Even in 
this digital era, the secret pa- 
per-ballot is still the way to go. 
KEVIN MCDOUGALD 
Winnipeg, Canada 



Rescuing migrants at sea 

Your leader on “Europe’s boat 
people” (April 25th) contains 
sound analysis of the crisis in 
the Mediterranean and the 
lack of action by European 
Union states. But your sugges- 
tion, under the heading “The 
cruel seafarers”, that merchant 
ships routinely turn their 
radios off to avoid rescuing 
migrants is an unacceptable 
slur, given that almost 1,000 
commercial ships have already 
been involved in the rescue of 
40,000 distressed people from 
small boats, at considerable 
risk to the seafarers concerned. 

The obligation to come to 
the aid of anyone in distress at 
sea, whatever the circum- 
stance, runs very deep in our 
industry. The source of your 
unsubstantiated claim does 
the world’s merchant seafarers 
a great disservice. 

PETER HINCHLIFFE 

Secretary-general 

International Chamber of 

Shipping 

London 



Malaysia’s malaise 

Malaysia’s recent curtailment 
of liberties follows a wider 
trend being set by the govern- 
ment of Najib Razak (“Lurch to 
illiberalism”, April nth). In his 
early years as prime minister 
Mr Najib set out a vision of a 
diverse and united country 
under his “iMalaysia” liberal 
economic plan that also prom- 
ised to tackle corruption. But 
after six years we are witness- 
ing the creeping return of 



discriminatory ethnic-based 
economic policies. A state- 
owned enterprise that Mr 
Najib leads, iMalaysia Devel- 
opment Berhad, is demanding 
protection from free-trade 
pacts such as the Trans-Pacific 
Partnership. No one is accusing 
him of corruption, but there 
are still many unanswered 
questions regarding the 
governance ofiMDB. 

Mr Najib made glorious 
promises of reform, but he 
forgot to transform his own 
party and it has now become a 
big obstacle to his plans. For 
many years I was excited by 
his speeches on reform, but 
that is all Mr Najib has deliv- 
ered: words. 

WANSAIFULWAN JAN 
Chief executive 
Institute for Democracy and 
Economic Affairs 
Kuaia Lumpur 

You say that “a better and more 
enlightened way” for Mr Najib 
to boost the prospects of his 
UMNO party “would be for 
him to repair its image with 
ethnic Chinese and Indians” 
(“Disconnect”, April nth). That 
is easier said than done. Since 
enacting the UMNO-led New 
Economic Policy in 1971, the 
party has made an explicit 
policy of favouring ethnic 
Malays through affirmative 
action in everything from 
education to public-sector 
jobs. Even private-sector ipos 
have not been left untouched, 
with 30% of shares being set 
aside for Bumiputras. 

As such, suspicion and 
mistrust of the umno among 
Malaysia’s ethnic Chinese and 
Indian minorities runs deep, 
and is unlikely to be overcome 
unless the party makes a rad- 
ical break with its past and 
advances a Malaysia that treats 
all its citizens fairly and sees 
them as equals. 

SANJIV MEHTA 
Montreal 



Scotland, be brave 

I wish I shared your optimistic 
belief that “exposing their 
fallacies” is sufficient to stop 
the Scottish National Party 
from gaining seats in Parlia- 
ment at the general election 
(“Northern exposure”, April 



25th). If reiteration of the truth 
were all that was required, 
there would have been no 
post-referendum bounce for 
the nationalists. 

There is still one more 
effective way for Scots to stop 
the SNP wrecking Britain’s 
politics and Scotland’s econ- 
omy: not sending snp mps to 
Westminster. A recent survey 
commissioned by Scotland In 
Union found that 14% of Scots 
are voting tactically. Add those 
who would back a leading 
non-SNP candidate anyway, 
and we might just be spared 
the outcome which many 
want to avoid. 

ALASTAIR CAMERON 
Director 

Scotland In Union 
Glasgow 



What could have been 




I hold no torch for Ed Miliband, 
but David, his “abler” brother 
according to Bagehot (April 
18th), simply did not do 
enough groundwork to 
prepare for the eventual 
contest to become leader of the 
Labour Party. Ed did. British 
politics is littered with would- 
have-beens who were argu- 
ably better than those who 
eventually became party 
leaders, but who lacked the 
spark or organisation needed. 

David did not have suffi- 
cient hunger or drive to 
become leader. So Ed’s ability, 
where it counted, was greater 
than David’s. 

LEE NORWICH 

Geoje, South Korea ■ 
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h World Health 
Organization 



Director Essential Medicines and 
Health Products 

Geneva, Switzerland 

The World HeaKh Organization (WHO) h the directing and coordinating authority for Health within the United Nations system, responsible 
for providing leadership on global health matters, shaping the health research agenda, setting norms and standards, articulating 
evidence-based policy options, providing technical support to countries and monitoring and assessing health trends. 

The Essential Medicines and Health Products (EMP) department is situated within the Cluster of Health Systems and Innovation (HIS). Its 
mandate and vision are to ensure that people everywhere have access to the essential medicines and health products that they need; that 
the medicines and products are safe, effective and of assured quality; and that they are prescribed and used rationally, and affordable to 
the health systems and patients. 



The ftolei 

To lead the Essential Medicines and 
Health Products (EMP) department with 
around 160 people, serving as the 
definitive and responsible authority for 
the EMP department's performance, 
and responding for WHO on all issues 
related to essential medicines and 
health produas. 



The Candidate: 

• An acfvanced university degree in medicine* pharmacy, or other health science* plus post-graduate 
training (Master or PhD level) in health science, or public health* or (health) economics or managemem. 

• Extensive knowledge of essential medicines and health products issues, policies and regulations at 
the national* regional and global levels, 

• Demonstrated ability to mobilize resources. 

• Proven people leadenhip and managerial experience. 

• Ability to represent the Organization and interact effectively with national and International authorities. 

• Excellent communication and negotiating skills. 

• Expert knowledge of English. Knowledge of French or another official WHO language wilt be an asset. 

Please find all details of the position and apply online via the WHO website at www*who*int/emptoyment "Current Vacancies". 
Vacancy Notice No: HQ/1 5/HQ/Fna2. Closing date is May 2% 2015. 
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INNOVATIVE FINANCING TO SHAPE 
M/KRKETS FOR HIV/ AIDS, MALARIA AND 
TUBERCULOSIS 

a 



UNITAID is a global health organization that works to make a unique and 
impactful contribulion to the global response against HIV/AIOS, luberculosis. 
and malaria in developing countnea. UNITAID catalyzes improvements for 
the larger response through forward -looiung and time'limited investments 
to increase access to belter, more effecbve and more affordable solutions. 
These can include price reductions, improvements in quality and supply, 
and the introduction of innovative products suitable For the populations in need. 

UNITAID has a unique funding model, based on an air ticket levy and long-terTn 
contributions from governments that enable steady, reliable and sizeable 
hjndir>g. Since its establish nnent in 200S, UNITAID has received $2.2 billion 
of contnbiitions from donors. The organisation currently has a portfolio of 
23 active grants across the three diseases in more than 90 counliies. 

UNITAID IS hosted by the World Health Organization (WHO). The principal 
functions of the Secretariat are to carry owl and manage the day4o*day 
operations of UNlTAtO* including implementing the work plan as approved 
by the Board, managing and coordinating relationships with Partners, 
and coordinating ar>d facilitating technical support and advice to the Board. 
Rease refer to the UNITAID website (www.unllaid.ofg) and the WHO 
website (www.wtio.int). 

UNITAID IS recruiting: 

DIRECTOR, OPERATIONS 

• Leads and manages UNiTAiO's Operations department in the development 
and implementation of grants, bi^ng of partnarships, and the management 
of risk. 

• Provides senior leadership in portfolio management, implementing an approach 
to measuring Value for Money (e.g. return on investment) and implementing 
a framework and tools for managing risk at organizational, portfolio and 
grant levels. 



• The successful canckdate must have excellent skills in delivenng success 
across complex multi -sectorial grant or project portfolios arid have 

a track record in the development and implememation of a strategic vision 
at an organization -wide or divisiorvlevel. 

• Experience in program managenient including design, implementation and 
financial management at a high level. 

• Expenence in public heahh and/or intemaiionaf devebpment. especially in Africa, 
is higNy desirable. 

DIRECTOR, STRATEGY 8 RESULTS 

• Leads and manages UNiTAlO's Strategy 4 Results department and 
IS responsible for leading the strategic approach arvd identification 

of innovative global health interventione. and for corttributing to the developnnent 
and evaluation of a complex portfolio of grants. 

• Provides senior leadership in the development of vision and strategy for 
UNiTAlD's funding priorities. 

• The successful candidate must have excellent shills in development and 
implementation of organizational strategy in multiple private and public 
organizations and possess knowledge of analytical frameworks for impact 
assessment and for measuring value for money (e.g. return on investment). 

• Expenence m marhel analysis, health product evaluations and forecasting 
at an international level, especially in Africa, ts highly desirable. 

Those positions are based at WHO in Geneva, Switzerland. 

A detailed job description and information on how to apply can be found 
on the fdk^ng websites: 

• www.ufiitald.ors/efi/who/emp4oymerit 

• www.who.int/ennploymerit/vacartcies/en/ 
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Where Next? 



tnicrEvcc the global lc:idcr in gjcinrig 

top exccutivcii. to the pjiittJL'k of ihcir careers. 1 ^ w‘ C\/* 

Using our unique intem;:itton;il ix'twork anJ 111 Ltj I L 

m^Uepth iturket knowIcdgCi we aa discreetly 
to provide iiiirivJillcd access to prime 
opponunittes which Jirt rarely published. 



Are you a Itlfifi achiever earning £lSOh to £lm+? 

+44 (0f207 562 3482 or 

email: kmdon# jnterexec.net wwwJnierexec.rtet 




Commonwealth o/Lf.arning 

for SMttmiruMi Oewi^fnttnt 



Vice President - COL 



Location: Metro Vancouver, Canada 
Closing date: June 30, 2015 



Commonwealth of Learnin£i ( COL) helps pfovernments and institutions to expand 
the scale, efficiency and quality of learninpi by usinpi new approaches, appropriate 
technologies, and open and distance learning ( ODL) methodologies. Headquartered in 
British Columbia, Canada, COL promotes innovation and works with national and 
international partners to facilitate learning in support of development goals. 

COL is seeking an eminent open and distance learning/ICT for Development 
professional for the post of Vice President to assist the President & CEO in the 
effective management of the organisation and be responsible for: 



1 . providing thought leadership in ‘learning for sustainable development’ 

2. directing and implementing COL’s programme to achieve planned outcomes 
and impact 

3. raising funds and additional resources 

Applicants should have a minimum of 15 years of experience in senior management 
position(s) in international settings and must possess excellent communication skills 
- both written and oral. 



This three-year initial appointment is renewable for a further term(s) by mutual 
agreement. 

The person must be a citizen of a Commonwealth country, with the ability to work 
with governments, multilateral organisations and with people from different cultural 
backgrounds. 

To Apply: A full job description is displayed on COL’s web site at www.col. 
org/opportunities. Interested applicants must provide a resume and cover letter 
highlighting their professional background. Applications must be submitted by email 
to opportunities@col.org with the subject: Vice President - COL position. 




Join the bank that invests 
in the things that matter... 



The E(B group has been a key partner in unlocking 
liquidity for European investment projects since the 
onset of the crisis, providing more than EUR SOObn 
since 2007. As a resuft, we are growing rapidly and 
are keen to recruit qualified and highly motivated 
people to help us take initiative, seize opportunities 
and share expertise, to ensure we make the right 
investment decisions. 

The EI8 is seeking to recruit for its 

Secretariat General - Communication Department 
- Online and Multimedia Communication Division 
at its headquarters in Luxembourg: 

• Head of Division - 

Online and Multimedia Communication 

(JoblD102116> 

Deadline for applications: 16th May 201 5. 

To find out more about this and 

other interesting EI6 opportunities, 
please go to https;//erecruitmenLeib,org 

Join us and make a difference to the things that matter. 
To you. To your family. To everyone. 



...like sustainable energy, 
dependable transport, 
innovation and entrepreneurship. 



We believe that Diversity is good for our people 
and our business. We promote and value diversity 
and inclusion among our staff and candidates, 
irrespective of their gender, age, nationality, race, 
culture, education and experience, religious beliefs, 
sexual orientation or disability. 
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ca<|^GLOBaL> 



BANKING ' , INSURANCE. lEGAl & FINANCE 



The African Export-Import Bank (Afreximbank) is a 
pan-African Multilateral financial institution established 
in 1993, for the purpose of financing and promoting 
intra and extra African trade. For more information on 
Afreximbank please visit www.afreximbank.com. 
The Bank is recruiting for the positions below: 



All positions offer Tax Free Salaries in USD along with 
Diplomatic Immunities and Privileges 

Director, Risk Management 

Based in Cairo, Egypt 
Manage enterprise risk 
Contact: Bryan at bryan@caglobalint.com 

Regional Manager, Francophone West Africa 

Based in Abidjan, Ivory Coast 
Branch business development & Management 
Contact: Thania atthania@caglobalint.com 

Manager, Banking Operations 

Based in Cairo, Egypt 
Banking Operations, Loan Administration 
Contact: Thania atthania@caglobalint.com 

Manager, HR 

Based in Cairo, Egypt 
HR Management, employee services 
Contact: Danelle at danelle@caglobalint.com 



CA Global Headhunters have been exclusively retained to search and select the 
final short-list for these positions. For more information please contact us on 

+27 (0) 216599200 or to apply visit our website at www.ca-finance.com/careers 





Director D2, Communications 

The United Natiorts World Food Programme [WFP) is the vrofidt largest 
huinanitaiian organization, flghtir>g hunger worldwide. We are seeking to nn 
the position of Director, OfHce or Communications at the D2 level, based at our 
Headquarters In Rome, Italy. 

Reporting to the Assistant Executive Director of the Partnership, Governance 
and Advocacy Department, the Commumcatioris Director will be responsible for 
strategicalEy driving, plannktg and implementing global communication strategies 
and policies to support WFP's mandate and ^tegic objectives, 

ESSErrriAL requirements: 

• Proven tr?ick record of at least I S years of communications leadership deploying 
a broad range of applied communication strategic arxl translating messages 
across a variety of mediums; 

• University degree in oomiTiunications, journalism, intematkinali relations or a 
related held; Experience in managing content production and storyteiUng for 
broadcast and digital media, irKkidiog for placement on external media platforms: 

• Ability to leverage strategic communications to achieve the highest possible 
impact related to significant international events and milestones; 

• Subject-matter expertise in public outreach, through social media channels; 

• In-depth knowledge of cutting edge communications and media approaches 
and tools; 

• A strong pubic speaker and writer, able to articulate big problems while 
generating empathy and support among target audiences; 

• Ability to strengthen WFP's p^ion amongst stakeholders and the general public 
to increase brand awareness; 

• Demonstrated abilfty to provide leadership to a large and diverse communication 
ftjnction. Cor^tructive, open and able to develop and empower staff to 
communicate strateglCBlIy and effectivelv. 

For further infbrrnaticin and details on hew to apply, 

please visit: wfp.org/applv Fighting 

Hunger 

Deadline for applications: IS May 2015 Worldwide 



J.IFAD 

Investing in rural people 

Ihe irnem,Kional Fund for AgTiculiunii Ocvvlopmern (11 Al>) Iv an 
iniemAtion.il fmand.il institution «tnd a sped.ili/ed United N.ition!( agency 
dedicated to eradicating rural poverty and hunger. It does so by investing 
in rural people. 11 ’AH finances programmes and projens that increase 
agricultural pnxiuctivity and mise rural incomes, and advocates at the 
local, national and iniemational level for pdidcs that contrthuie to 
rural iransfonnation, 

M AI) b looking for professionals with strategic vbion, a solid team 
orientation, proven capacity to generate results, and a deep understanding 
of and commitment to development. II'AI) is currently seeking to recruit: 

E^ead Technical Specialist - Rural Markets and Evnierprises, P-S, Policy 
and Technical Advisory Division. As part of PlA's I inandal Assets, 

Markets and fmetpri.ses Unit (l AMf). the lead Technical Specialist works 
collaboratively and supports technically country/reglonal programmes, as 
well .IS the corporate agenda, by providing technical advice throughout 
the project cycle on issues related to the development of rural small 
and medium-si/ed enterprises and the promotion of public- private 
partnerships in the agricultural /rural sector 

ItAl) offers a competitive remuneration .and benefits package that includes 
tax-free salary, de|iendency allowance education grant up to university 
level, medical and group life Insurance home leave and pension plan. 

II AD is committed to achieving diversity and is seeking a balanced 
workforce from its Member States, Women are particularly encoumged 
to apply. 

For detailed inf orfiij lion, visit our website 
WWW. i fad . o r g/ 1 ob 

Please send your application through the IFAD 
online sysiem by 20 May 2015 



Global Director, Human Resources 

International Union for Conservation of Nature 



lUCN, the International Union for Conservation of Nature, helps the world 
find pragmatic solutions to our most pressing environment and development 
challenges. lUCN works on biodiversity, energy, human livelihoods and greening 
the world economy by supporting scientific research, managing field projects all 
over the world, and bringing governments, NGOs, the UN and companies together 
to develop policy, laws and best practice, www.iucn.org 

lUCN is looking for an experienced international leader in the field of Human 
Resources who will be responsible for the strategic leadership of lUCN's Human 
Resources Management Group (HRMG) and in doing so provide oversight 
and guidance over HR management related roles from initiating, developing, 
operationalising and implementing HR policies and processes. 

The Global Director, Human Resources is a seasoned global leader with experience 
in managing a diverse human capital population and capable of working effectively 
across borders, languages, cultures and working conditions. The successful 
candidate should have a proven track record in Executive Leadership, Talent 
Selection, Development & Retention, HR Infrastructure and Performance 
Management, Compliance and Relationship management. 

This position is part of lUCN's Leadership Team (senior management) residing in 
Gland, Switzerland with regular international travel, when required. 

A detailed job description and instructions to apply for this position (VA # 1 072) is 
available at: http://www.iucn.org/involved/jobs/ 

For more info about this position please write to hriucn@sri-executive.com 

This recruitment is managed by 




lUCN 
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XFORD 



Said Business Sc^iool, a world-class business school conrimunity, 
embedded in a world-class UnivofSity, tackling world-scale pfobtems. 

Said Business School at the University of Oxford is vibrant and inriovative, 
and has rapk^ty established itself as one of Europe's leading centres for 
management education and research. The School has a significan! and 
rapidly growing portfolio of custom and open programmes, and accredited 
diptomas for executives. 

Reporting to the Associate Dean of Executive Education, the Director of 
Custom Prograrnmes {DCPJ will lead client devetopment, strategic account 
management and income growth whitsi sustaining quality and volume at a 
level that few other business schools in Europe can match. Candidates will 
be successful leaders with records of setting and implerTrenting strategy, 
building businesses, growing and retaining high pedorming teams and 
pfDvidir>g high impact, high quality executive education and/or leadership 
advisory services to multifkatior^l clients. We seek highly regarded arxJ 
trusted advisors working at board level, with the agility arxJ appetite to 
deploy their core skills in a world-class academic community. Candidates 
could come from a business schcxil, major cor^ultancy firm, corporate 
university and/or executive recruitment firm with experience in adjacent or 
similar fields. 

A Global rote, with Global reach. 

This is a full-time appointment and will be made by Oxford Said Business 
School Limited. Salary and other benefits will be agreed with the preferred 
candidate. Applicants should have evidence of their eligibility to work in 
the UK. 

To download information about the position, application process arxf 
timetable, please visit: www,he idrick.com/sa id 

For a conversation In confidence, please contact: Alex Acland or Jake 
Gordon-Clark at saidfiihekihck.com 

Closing date; noon, Monday 1st Jur>e 2015. 

Committed to equality and valuing diversity 




Director of Custom 
Programmes 

Oxford, United Kingdom 




IrtterArnedcen 
Investment Corporation 

A Mm 4 w of iM n Gnue 



Du you want to contribute to Latin Anwiici and tht Caribbean? 

Vou ran nulta ■ dfUtrenct at the Inttf'Amortcan [nvMtment Corporation. 

We are searcbinKfor an outttandinc strategic executive to fill this lop position at our 
Within It on, O.C. headquarteri; 

General Manager* Inter- American Investment Corporation (IIC) 

An operaticmaUnd flfianctalconsoHdailCKi of ibe Inter American Devel&pmeFit Barth Group's 
{I06G, www.iadb,or|) non soverelin guaranteed operations has been approved the 
Boards of Governors and is currently underway in order to further promote the ecorromlc 
and social development of the regional developing member countries by fostering the 
establishment, expansion, and modernization of private and state owned enterprises 
as a complement to the development work of the IDB, The consolidated functions will 
be housed in the IPBG under the Inter American Investment Corporation (llC) starting 
In 2016. Thus, the JDBG Is searching for a strategic Executive leader for the most senior 
position of Ehe consolidated private sector development entity, that of IK General Manager. 
Under the direction of the Board of Executive Directors and the supervision of the 
Chairman of the Board of the IIC, who Is also the IDB President, the ItC General Manager 
(effectively CEO) Irnplernents the NCs business and development objectives and strategy. 
The General Marrager Is responsible for the day-to-day business of the IIC. and Is responsible 
for implementing the strategic direction and long term vision for the institution while 
maximizing development Impact and ensuring financial sustainability. S/he provides 
executive leadership and policy direction to the organization and supports the Chairman 
of the Board who represents It vts-l-vls its shareholders. S/he oversees all IIC operations, 
forges partnerships and maximizes synergies with the I DBG ar^d externally. 

The ideal candidate Is a seasoned executive with experience In Latin America and the 
Caribbean (LAC), who has a strong track record of success as a CEO, COD, or equivalent 
of an organization with similar scale and complexity, with excellent stature and slarvdlng 
In the field and relevant professional communities. Proven track record of IS* years 
of relevant experience at a slgnlfkant public or private corporation, financial and/or 
development Institution, or similar enterprise required. Management experience spanning 
LAC countries is preferred. Excellent oral and written professional proficiency In English 
and Spanish required, as well as advanced degree (at least Master's or equivalent) 
tri finance, business admlnlstratfon, economics, or relevant field. Extensive understanding 
of the role of the private sector in developmerrt. public policy, development finance, 
and financial and operational risk on a global scale is sought. Also required Is an understanding 
of the multilateral role as a partner and catalyst In private and public sector development. 
To read a complete job description and send a letter of Interest and updated CV. 
please go to: www,llc,org/|in 

Appfkants must be a citizen of one of the IIC Member Countries. 

Deadline for appitcatlanst 22 Hay, 2015, 

The SIC offers a d/verse and itKloiivt wofk eov/ronmenf. 



Extractive 
H ■ H Industries 

H H H TranspariflfKy 

■ ■ ■ Initlatfvw 

Chairperson - Extractive Industries Transparency Initiative 

With almost 50 countries implementing the EITI across all major continents, the EITI has 
become the pre-eminent global standard for the governance of extractive resources. This is an 
outstanding opportunity to lead a high-level Board that seeks to ensure that natural resource 
wealth becomes a key engine for sustainable growth for economic development and poverty 
reduction. 

The Chair is the public face of the EITI, leading the deliberations of the Board towards the 
effective delivery of the EITI. S/he seeks to maintain collaborative relationships between 
members and key participants, including governments, companies, civil society, and oversees, 
on behalf of the Board, the work of the Secretariat. 

The term of the Chair is the three year period between ordinary Members' meetings, at which 
the whole Board is appointed. A Chair can serve a maximum of two terms. The present Chair, 
the Rt Hon Clare Short, is due to step down at the next Members' meeting in early 201 6. 

The Chair is expected to have the following background and skills: 

• Significant international standing esp. ability to expand implementation and support 
for the EITI. 

• Understanding of the role of transparency and accountability in promoting 
development. Understanding of the extractive industries. 

• Commitment to the EITI principles. 

• Inspiring and experienced public speaker. 

• Ability to carry the trust of all constituencies of the Board. Ability to moderate a large 
meeting effectively and build consensus between shareholder groups. 

• No potential conflicts of interest. 

• Sufficient time to dedicate to the EITI and ability to respond quickly (availability a 
minimum of Vi day per week excluding travel). Availability to travel both short and 
long-haul - minimum 2 days per month. 

• Fluent English and ideally French, with Arabic, Spanish and Russian being an advantage. 

The previous Chairs have worked pro-bono but alternative arrangements could be considered. 
All work-related expenses will be covered. A dedicated office including an executive assistant 
and necessary office and communications equipment could be considered. 



More details, including liow to state interest, are available 
from Eddie Ricli via ericli@eiti.org. 



STRATEGY MANAGER 

MAG I £55,000 -£82,000 

Manclieslfssir Airpprt? Group h o C670m busituHt tbat'^Jbtrflliant- 
ot ^gt ri Wet £3bn of o^ts Q roTsqd 

and growiffS pcKtfoIro of Ottpo^ ts, tncUtCff ond 

Monchester, keopiirpg 43 milion pcis»fig*Fa oo tke mowe to 225 
global doftmatiof^ ®¥sry yeor. Join m thi# asthIot rol* based ol 
Muncfui^iter Airport, and you'll p*l kOTRS of th* mosi inf|y#Fitiai 

ord-innavoti^T; strgt ^ pej in jrte srtdiiistry. Yoa'II creot^tjraiyfl* ckrF* 
lorword our framework, evolve otir+rtrnt-Hne 

processes andmakc busmese-defintog dedskms wk#n ii matteft. 

At leQ5t $-7 yeors' aa ^ gn en ce fn o dmilaf strotggrCf corporate or 
eoinmerictol role, a dwepJcRowledge oHffLGri? and ceseofch, 
and the obifftyto moke on impo^of boord level ore oijesMtntiaL 

IMAGINATION 

Q§(o)[ii]E©Ki^Tr[lgU 

STRATEGY 



To apply, visit 



, MAG 
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When what comes down doesn’t go up 



Salaries in rich countries are stagnating even as growth returns, and politicians are 
paying heed. They may struggle to improve things-and could make them worse 



A ccording to the rich world’s politi- 
Lcians, economics has a new villain. 
The modish scoundrel of the past seven 
years-the immoral banker outwitting in- 
ept regulators-has been edged out by a re- 
turning blackguard: the tight-fisted boss 
crushing the hopes of honest workers with 
miserly pay. In America workers have 
been demonstrating for higher pay and 
stronger union rights in the profitable but 
poorly paying food industry. Hillary Clin- 
ton has blasted ceos who earn 300 times 
what the average worker does, pledging 
that her run for the presidency will cham- 
pion the “everyday Americans” who have 
the “deck stacked” against them. In Britain 
Ed Miliband, leader of the opposition La- 
bour Party, has told the electorate that he 
plans to punish “predatory” capitalists that 
exploit the low-paid; his electoral rival Da- 
vid Cameron retorts that his Conservatives 
are the “party of working people”. In Japan 
Shinzo Abe has sworn to lift salaries, and 
cajoles and threatens Japanese bosses to 
deliver on his promise. 

The facts give such rhetoric resonance. 
In most places the recession that followed 
the financial crisis had dire effects on 
wages. Despite five years of growth Ameri- 



can real wages are still 1.2% below what 
they were at the beginning of 2009. In Brit- 
ain, real wages fell every year between 
2009 and 2014, the longest decline since 
the mid-i8oos. In 2014 median pay was 10% 
below its 2008 high. Germany, a haven 
during the euro-zone crisis, has done bet- 
ter, but wages are still 2.4% below their 
2008 level. While there are exceptions- 
median pay has risen since 2008 in Cana- 
da and France-these have generally been 
bad years for wages. 

Sin of wages 

Flat and falling pay does not just matter to 
the people affiicted and to those who wor- 
ry generally about growing inequality (a 
linked problem, but not quite the same 
one). Workers are also shoppers. Across 
the G7 group of rich countries household 
consumption ranges from 55% (France) to 
68% (America) of gdp. While it makes 
sense for an individual boss to hold down 
pay, low pay across the economy as a 
whole threatens to put a lid on the growth 
that one would otherwise expect after a re- 
cession. If it does not there’s a chance it will 
be because households are again borrow- 
ing to spend in an unsustainable way. 



But if there is good reason to be worried 
about wages, the political heat also has a 
concerning side. To design sound policies 
it is vital to understand why wages have 
stopped rising, what the implications of a 
flat-wage world would be, and the likely 
impact of pay-propelling policies. But eco- 
nomics is still only just getting to grips with 
these questions. 

Part of the problem is that, even before 
the recession, wages had not been improv- 
ing as straightforward economics might 
suggest-which is to say, in line with pro- 
ductivity. The two moved in tandem fol- 
lowing the second world war (between 
1947 and i960 both rose by 51% in America) 
but have been drifting apart since the 
1960s: since i960 productivity in America 
has risen by almost 220%, but real wages by 
less than 100%. Many other advanced 
economies have seen the same sort of 
trend. The result is that labour’s share of 
GDP has fallen. And of the share that goes 
to labour, more and more has been going 
to the people who earn the highest sala- 
ries, exacerbating the problem for the rest. 

Scholars seeking to explain this decline 
in the labour share reckon a number of big 
forces are at work. One is that the income 
from capital-especially from housing- 
has been increasing more than the income 
from labour. Another is that, in many in- 
dustries, capital goods have become a lot 
cheaper and/or better. Bosses can choose 
whether to spend money on machinery or 
people, and declines in the price of the kit 
required for a given amount of output- 
which can come about either because ex- ►► 
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► isting machines get cheaper or because 
new ones can do more-reduce demand 
for labour. 

Globalisation can reduce the demand 
for rich-country labour, too. Michael Elsby 
of the University of Edinburgh and Bart 
Hobijn and Aysegul Sabin of the Eederal 
Reserve have shown that in industries 
where imports became a more important 
part of the supply chain between 1993 and 
2010 the labour share fell the most. And the 
decline of trade unions reduces labour’s 
bargaining power. The share of the Ameri- 
can workforce unions represent has fallen 
in every decade since the 1960s, and simi- 
lar declines have been seen across the Gy 
(see chart 1). 

The new part of the puzzle-the bit that 
makes the lack of wage growth after the re- 
cession perplexing-concerns the other 
factor that, in the past, economists have 
seen as crucial in the setting of wages: un- 
employment. The usual assumption is that 
once unemployment gets below a certain 
rate, idle labour becomes scarce and com- 
petition to hire already employed workers 
heats up. As firms outbid each other for tal- 
ent, new workers get better starter salaries 
and valued staff secure juicy raises. Esti- 
mating the unemployment rate at which 
wage-driven inflation kicks in the nairu 
(non-accelerating inflation rate of unem- 
ployment)-is part of the core business of 
central banks. 

Matching quandaries 

Eollowing a major recession, the nairu of- 
ten goes up. Periods of unemployment 
have lingering effects on workers, from a 
loss of vim to clinical depression. Time out 
of work can mean skills dwindle or be- 
come mismatched to the needs of the mar- 
ket; the skills needed by industries that 
flourish in the recovery may differ from 
those central to the industries which laid 
people off in the slump. All this means 
some unemployed workers will find it 
harder to get back into the workforce-in- 
deed, some may stay unemployed until 
they reach pensionable age-and their 

I Falling dues D 

Trade union membership, % of total workforce 
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presence on the unemployment rolls thus 
does little to hold down wages. So after a 
big crisis the nairu rises; inflation should 
kick in sooner rather than later. 

In the wake of the current recession, 
though, this rule of thumb has been bro- 
ken in a number of countries (see chart 2). 
In 2013 the OECD, a rich-country think- 
tank, thought wage-driven inflation would 
kick in in Britain if unemployment got back 
below 6.9%. But joblessness was well be- 
low that throughout 2014 and average real 
wages still declined by 0.6%. In a 2013 pa- 
per Eederal Reserve economists estimated 
a stable unemployment-wage rule for 
America: every percentage-point reduc- 
tion in unemployment should lift inflation 
by 0.3% over the next year. But despite the 
fact that joblessness has fallen by more 
than two percentage points since then, me- 
dian hourly wages were the same in the 
first quarter of 2015 as a year earlier. In Ja- 
pan, unemployment averaged 3.6% in 
2014, well below its pre-crisis average, but 
real pay fell by 2.5%. 

Odd, but if temporary perhaps not too 
troubling. And there is evidence that real- 
terms wages might now be shaking off 
their sloth. In late Eebruary ig Metall, Ger- 
many’s largest union, brokered a 3.4% raise 
for its members, well above the current in- 
flation rate, 0.3%. The latest British data 
show average salaries up by 1.7% in a year; 
with inflation close to zero this is a decent 
real-terms rise. In America, average real 
pay is up by 2.2% over the past year. If this 
continues as unemployment falls it would 
mean a return to pre-crash normality, with 
sustained wage inflation eventually trig- 
gering central-bank interest-rate hikes. 

There is, though, another possibility; 
that the recent hints of a wages bump are 
largely an artefact of unexpectedly low in- 
flation, and that the underlying wage stag- 
nation continues. Average pay data in 
America and Britain may be hiding the 
continuing plight of the median worker be- 



hind the success of the most sought after. It 
may be that the damage this recession did 
to the labour market-the loss of skills and 
the mismatch between industries where 
workers have experience and those where 
there are vacancies-is being expressed not 
in the form of long-term unemployment 
but as lasting low pay. If that is true, and 
low pay locks in, sustained inflation might 
not return even with low rates of unem- 
ployment. That labour-market shift would 
chart a very different course for central 
banks, which would keep rates low. It 
would also mean the politics of low pay 
could be here to last. 

What might account for a change of this 
sort? One likely factor is that, in many 
places, more flexible labour contracts 
make it easier to fill posts without raising 
wages. In Germany “mini jobs”-positions 
with pay under €400 ($440) per month- 
are rocketing. In Britain, “zero hours” con- 
tracts, in which neither employer nor em- 
ployee commits to a fixed number of 
hours, have been becoming more com- 
mon. By making it easier to fire workers 
these contracts aim to take the worry out 
of hiring. By making workers’ positions 
more fragile they cut bargaining power. 

Not for the long haul 

The ever larger “staffing industry” may be 
having a similar effect. It is important 
across a much wider swathe of the econ- 
omy than is often realised; having started 
out in the 1960s supplying office temps, to- 
day temping companies like Kelly Services, 
Adecco and Randstad mainly supply light 
manufacturing and industrial workers. In 
2013 Kelly Services was America’s second- 
largest private-sector employer, after Wal- 
mart, with 750,000 staff America’s 2.9m 
temps account for 2% of its jobs. 

Temping is flourishing across the G7. In 
Japan, once the land of the shushin koyd, or 
job for life, transient employment is ever 
more common; in 2014 Recruit, the coun- ►► 
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► try’s largest temp agency, listed for $19 bil- 
lion on the Tokyo stock exchange. In Brit- 
ain everything from the Olympics on 
down comes with temporary security 
guards supplied by G4S and temporary ca- 
terers provided by Compass, the country’s 
largest and third-largest private employers, 
respectively 

The industry provides flexibility for 
both workers and firms, and its ability to 
match workers on its databases to jobs 
may be very helpful: the 2010 Nobel prize 
was awarded for work showing how better 
job search and matching could lower un- 
employment. But labour aggregators that 
compete for business on the basis of help- 
ing lower clients’ staff costs have an incen- 
tive to keep pay low. In 2014 a report by Re- 
becca Smith and Claire McKenna of the 
National Employment Law Project, an 
American lobby group, claims that staffing 
agencies cut temps’ bargaining power. 

Across the Gy politicians are mulling 
three ways to overcome the problems low 
pay poses. The first and least appealing is 
re-regulating the labour market so as to 
limit flexibility. In Germany trade unions 
are critical of mini jobs, arguing that they 
cannibalise higher-paying ones. The evi- 
dence suggests that this is not the case; 
mini jobs are growing fastest in industries 
where full-time jobs are up strongly too, ac- 
cording to the lAB, a government research 
institute. In Britain, the Labour Party is pro- 
mising voters it will outlaw zero-hours 
contracts. 

Credit where it’s due 

This push will not make workers better off. 
For one thing many workers like the two- 
way flexibility temping provides. Temping 
is popular with some Japanese workers, al- 
lowing women with young children and 
retired workers seeking a pension top-up 
to enter the workforce. And making the 
market less flexible raises the risk that an 
economic downturn will cause mass lay- 
offs. France has the Gy’s least flexible la- 
bour market, and a 10% unemployment 
rate. Since 2010 the French economy has 
created around 140,000 new posts. Ultra- 
flexible Britain has created 1.6m. Although 
politicians are right to ensure that work 
pays, the hard truth is that in a wounded 
economy a low-paying job is better than 
none at all. 

The second approach to low pay is tax 
cuts. Britain provides a good example of 
how they can help. In 2010 a worker in Brit- 
ain earning the minimum wage-then £5.93 
per hour-was liable for tax on £5,900 of 
the £12,300 he would have earned that 
year. Today the equivalent total is £13,520 
($20,8yo), but increases in the tax-free al- 
lowance mean only £2,920 is taxable. 

The problem is that such tax cuts are un- 
targeted, so the better- and indeed best-off 
gain too. This makes them popular, but ex- 
pensive. To focus low tax on the poorest. 
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instead, many countries use tax “credits”, 
like the Working Tax Credit in Britain or the 
Earned Income Tax Credit in America, 
which provide refunds to those on the low- 
est pay. In Britain, for example, someone 
earning £13,100 or less receives a top-up of 
£1,960. Since there is no cost to the employ- 
er any urge to hire remains robust. 

But there are concerns here too. Some 
worry that stingy bosses are able to rely on 
tax credits rather than raise pay. Low-paid 
workers flipping burgers at McDonald’s, 
Burger King or Wendy’s, America’s largest 
fast-food chains, or those pulling pints at 
JD Wetherspoon, Britain’s biggest pub 
group, will be getting substantial tax cred- 
its. Yet critics point out that these outfits are 
profitable and returning cash to their 
shareholders. Other companies find high- 
er pay affordable: Walmart plans to raise its 
minimum wage from $ 7.25 to $9, a step 
which should be easily manageable given 
profits of $2y billion and dividends of $6 
billion in 2014. Indeed it may pay for itself 
through reduced churn and better motiva- 
tion; studies of Britain’s economy find that 
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Temporary solutions 



higher pay helps firms retain workers. 

And even though targeted tax credits 
are cheaper than across-the-board cuts 
their costs add up: the British exchequer 
spent £30 billion boosting low pay like this 
in 2013-14, more than twice what it paid a 
decade earlier. A recent report from the 
Centre for Labour Research and Education 
at the University of California, Berkeley, 
calculates that between 2009 and 2011 
America spent $227 billion (around 6% of 
the annual federal budget) on top-ups for 
low-paid workers. Two major outlays-tax 
credits ($67 billion) and food stamps ($71 
billion)-aim to pep up purchasing power 
directly. The other-Medicaid ($83 bil- 
lion)-offsets the fact that companies pro- 
vide less health insurance than they did, 
with coverage falling from 67% to 59% of 
workers between 2003 and 2013. 

A third approach-higher minimum 
wages-would shift the burden back to 
firms. The legal floor to pay varies a lot 
across the G7: Italy has no minimum; 
France tops the pack at €9.61 (see chart 3). 
Many on the left would like to see higher 
rates. In America, Barack Obama wants the 
minimum wage boosted by nearly 40% to 
$10.10. In Britain, the Scottish National 
Party wants to hike the minimum to £8.70; 
the Living Wage Foundation, a think-tank, 
reckons workers outside London need 
£7.85 an hour and those in London 
£9.15-41% above the current minimum. 

In general, setting floors and caps to 
prices is risky. Energy-price caps can stop 
firms investing in power stations, wage 
floors can stop them from hiring workers. 
France’s lofty minimum wage comes with 
high unemployment. Yet most studies sug- 
gest that at moderate levels they do little to 
worsen unemployment. A study focusing 
on employment and wages during Brit- 
ain’s sharp recession of 2009, carried out 
in 2012 by Mark Bryan, Andrea Salvatori 
and Mark Taylor of the University of Essex, 
found no evidence that the minimum 
wage prevented firms hiring. Left-leaning 
think-tanks reckon politicians should go 
further: American cities, free to set their 
own pay floors, often demand wages well 
above the federal minimum, and a 2011 
study of San Francisco, Santa Fe and Wash- 
ington, DC, by John Schmitt and David 
Rosnick of the Centre for Economic and 
Policy Research found that this had no im- 
pact on employment. 

Work must be a route out of poverty, 
not a way to stay stuck in it. To that extent 
new political interest in stagnant and fall- 
ing pay is welcome if it really boosts what 
poorly paid workers take home while not 
deterring job creation. But although the 
new world of ultra-flexible labour markets 
has its flaws, those on the left looking for a 
restored rigidity are playing a dangerous 
game: the unemployment that could result 
would help neither those rendered jobless 
nor those scraping by. ■ 
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Equality before the law 

Showtime for gay marriage 



WASHINGTON, DC 

The Supreme Court ponders the biggest case of the decade 

N ineteen years after a district court 
first allowed gay couples to marry in 
Hawaii, the Supreme Court could be 
poised to do so nationwide. If so, its ruling 
will be final, unlike the one in Hawaii, 
which was swiftly rejected by voters. 

Everything hinges on how the nine justices 
respond to the two-and-a-half-hours of 
oral argument they heard on April 28th. 

Popular support for gay marriage has 
surged (see chart). Some 27% of Americans 
supported it in 1996; today, 55% do. Nearly 
400,000 gay couples have tied the knot, es- 
timates Gallup. Over two-thirds of Ameri- 
cans live in states where same-sex mar- 
riage is legal. Only 13 states still ban it, 
including Ohio, Michigan, Kentucky and 
Tennessee, which are parties to the four 
cases before the court collectively known 
as Obergefellv Hodges. 

These cases involve gay couples who 
have suffered because the state where they 
live frowns on same-sex marriage. Eor ex- 
ample, Pam and Nicole Yorksmith (pic- 
tured) were married in San Erancisco but 
live in Kentucky. One day their four- 
month-old son had breathing difficulties. 

Pam rushed him to a hospital just over the 
border in Ohio. But the hospital did not re- 
cognise that a child can have two mothers, 
and Nicole’s name was already in their re- 
cords. So Pam was not allowed to give a 
parent’s permission for doctors to treat her 
child. It took an hour for hospital staff to 



reach Nicole, as the baby coughed and 
wheezed. All the other couples have tear- 
jerking stories, too. Indeed, such stories are 
now common (see page 22), as is inevitable 
when some states allow marriage equality 
and others don’t. 

The argument for striking down state 
bans on same-sex marriage is simple. The 
constitution says that no state may deny 
anyone within its jurisdiction “the equal 
protection of the laws”. Telling gay people 
they cannot marry would appear to vio- 
late that. Also, the constitution requires 
each state to give “full faith and credit” to 
“the public acts, records, and judicial pro- 



ceedings of every other state”. This sug- 
gests that gay marriages performed legally 
in one state should be valid in others. 

Arguing in favour of the state bans, John 
Bursch, a lawyer for Michigan, contended 
(seven times) that changing the definition 
of wedlock would bring undesirable con- 
sequences for society. Marriage would be- 
come unmoored from its raison d’etre: rais- 
ing children. A child who grows up 
“believing that marriage is about keeping 
that couple bound to that child forever” 
might fare better than a child whose par- 
ents’ marriage “is more about their emo- 
tional commitment to each other,” he said. 

Liberal justices were not persuaded. By 
opening marriage to same-sex couples, 
“you’re not taking anything away from het- 
erosexual [onesl,” Justice Ruth Bader Gins- 
burg said. Justice Stephen Breyer noted 
that plenty of gay couples have kids, and “a 
very high percent” of heterosexual couples 
do not or cannot procreate. Justice Sonia 
Sotomayor asked why a “feeling which 
doesn’t make any logical sense” should ►► 



Like Brown and Loving, not Roe 

Percentage of Americans saying they approve of: 

^ school desegregation ^ the dedsion in Roe v Wade 
Supreme Court actions: 

Brown V Board of Education: Outlaws radally segregated schools 



■ marriage between 
blacks and whites 



■ same-sex marriage 



100 




80 

60 



40 

20 



Online: Explore state-by-state laws and opinion polls overtime at Economist.com/samesexl5 



22 United States 



The Economist May 2nd 2015 



Gay marriage 

The cost of delay 

ATLANTA 

What life is like for gay couples who cannot wed 



E lizabeth WURZ was sitting in an 
ambulance with her sick son last 
month, struggling to convince paramed- 
ics that she was, indeed, his mother. Gay 
marriage is illegal in Georgia, and only 
spouses can adopt a child jointly Ms 
Wurz’s son has two mothers, but only 
one is legally recognised. So on paper, she 
is a stranger. If permission were needed 
to perform some tricky operation, she 
could not give it. “People don’t realise the 
fear you feel at a time like that,” she says. 

The harm that gay marriage might 
cause to heterosexual families is entirely 
theoretical. The harm that continuing to 
ban it does to gay people is real and pal- 
pable. Same-sex couples in the 13 states 
where they cannot marry are denied the 
rights and benefits that wedlock confers 
on straight couples. They lose out on big 
tax breaks, inheritance rights, health 
insurance that covers spouses and the 
custody of jointly raised children if one 
of them dies. 

Shelton Stroman and Christopher 
Inniss, a Georgian couple, are bringing up 
a son together. Mr Inniss has legally 
adopted him; Mr Stroman cannot. Mr 
Stroman went to court to change his 
surname to “Inniss”, in the hope of stop- 



► “control our decision-making”. Justice An- 
thony Kennedy, who is often the swing 
vote on the court, criticised Mr Bursch’s ar- 
gument that “only opposite-sex couples 
can have a bonding with the child”. That, 
he said, is “just a wrong premise”. 

Still, several justices seemed nervous 
about tinkering with an institution that 
has existed for millennia. Chief Justice 
John Roberts observed that no dictionary 
“prior to about a dozen years ago” would 
have described marriage as anything but a 
“unity between a man and a woman”. 
Others worried that it would be presump- 
tuous for the court to overrule voters. “It’s 
very difficult for the court to say, ‘oh, well, 
we know better’,” said Mr Kennedy. Per- 
haps it would be wiser to wait and see 
whether gay marriage does, in fact, cause 
some kind of harm, wondered Mr Breyer. 

Donald Verrilli, the solicitor-general, 
delivered a thundering rebuke to such ar- 
guments. “Gay and lesbian couples live 
openly as our neighbours...raise their chil- 
dren side by side with the rest of us [andl 
contribute fully as members of the com- 
munity.” It is “simply untenable”, he said, 
that “they can be required to wait” for 
equal protection. “They deserve it now.” A 
decision is expected in June. ■ 



ping enquiries about whether he was 
really the boy’s dad when he tried to pick 
him up early from school. But the judge 
to whom he presented his case described 
this wish as a “mockery”, Mr Stroman 
recalls, adding that he walked out of the 
court and wept. “We don’t want to be 
second-class citizens,” he says. 

Support for gay marriage in Georgia 
has nearly trebled since 2004, to 48%. 

Still, the Altamaha Baptist Church in 
rural south Georgia declares that gay 
weddings undermine “a healthy soci- 
ety”. And a local franchise of Alpha- 
Graphics, a printer, in Suwanee refused 
to produce wedding invitations for a gay 
couple hoping to marry later this year 
(when they hope it will be legal). Horri- 
fied executives at the company’s national 
headquarters in Salt Lake City, Utah 
apologised and offered to print them 
without charge. 

Georgia’s attorney-general, Sam 
Olens, has fought to defend the state’s 
ban on same-sex weddings. But on April 
22nd he said that if the Supreme Court 
overturns it, “it’s not time for criticism. It’s 
not time for banter. It’s time for the law- 
yer to play lawyer, and to ensure that 
everyone follows that law.” 



The economy 

Oil be damned 



The economic boost from lower oil 
prices is smaller than you might expect 

I N 2014 oil prices crashed. Americans 
jumped for joy. Small wonder: each year 
the average American consumes more en- 
ergy than a Briton and a Japanese person 
put together. The oil-price drop pleased 
economists, too. Many were sure that it 
would give the economy a nice boost. 
However, the oil bust was followed not by 
a boom but a slowdown (see chart). Fig- 
ures released on April 29th showed that 
growth in the first quarter of this year was 
just 0.2%. All this leads wonks to wonder: 
are lower oil prices such a good thing? 

Gross domestic product (gdp), the total 
annual output of an economy, is made up 
of four things: government spending, net 
exports, consumer spending and invest- 
ment. The oil price does not much affect 
government spending, but has a big impact 
on the other three. 
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Net exports (ie, exports minus imports) 
have certainly been boosted by the lower 
oil price. America exports very little oil, but 
imports a lot: about 9m barrels a day. With 
the oil price roughly $60 below its peak, 
Americans now send $500m less abroad 
every day-or about $200 billion a year. 

Add to this the lower price of domesti- 
cally produced oil, and Americans have re- 
ceived a windfall, akin to a juicy tax cut. 
That cash could be spent or invested at 
home. But consumers are reluctant to 
splash out, perhaps because wage growth 
has been so miserable. The monthly 
growth rate of retail sales-not including 
those at petrol stations-has stumbled in 
the past few months. 

The fourth component of gdp, invest- 
ment, is also sluggish. Until recently lots of 
money was thrown at jazzy equipment to 
extract oil from difficult places: from 2010 
to 2014 investment in mining exploration, 
shafts and wells increased by 80%. Now 
firms are cutting back, says Fitch, a rating 
agency. Investment in mining structures 
shrank at a 60% annualised rate in the first 
quarter of 2015, says Capital Economics, a 
consultancy-enough to subtract 0.8% 
from overall gdp growth. Lower invest- 
ment goes hand-in-hand with job cuts. In 
March Texas, an oil state that in recent 
years has seen rapid job growth, saw its 
largest month-on-month drop since 2009. 

Yet despite all this dour news, low oil 
prices have helped in one important way 
(besides the obvious one of easing motor- 
ists’ pain at the pump). They have pushed 
down inflation. The headline rate is now 
hovering around zero-well below the Fed- 
eral Reserve’s target of 2%. When prices are 
rising so slowly, the Fed can keep policy 
very loose. Indeed, at a meeting on April 
29th it decided to keep interest rates at rock 
bottom, as it has done since late 2008. Such 
ultra-low rates stimulate growth without 
the threat of inflation. 

In the past few weeks, however, the oil 
price has stopped falling, so this deflation- 
ary effect is wearing off. Economists are left 
wondering how what seemed like such a 
big bonus for the American economy 
could have had so little effect. ■ 
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Baltimore's riots 

Why rioting makes things worse 

BALTIMORE 

Angry youths burn their own neighbourhood 



O UTSIDE a gutted pharmacy in West 
Baltimore, William Tyler, a 41-year-old 
youth worker, illustrates the dilemma of 
policing in his city Speaking about Freddie 
Gray, a 25-year-old who died on April 19th 
after being arrested by Baltimore’s police, 
he complains that: “None of these polices 
ever go to jail, they don’t get fired. Police is 
nothing but gangs too.” Yet looking at the 
building behind him, burnt out by riots 
that followed Mr Gray’s funeral, he adds, 
“and look at this store! This is where my 
mom gets her medicine. The police just 
stood right there and watched it happen. 
This weren’t the time for protocol. This 
were the time to go, go, go!” 

Baltimore exploded into violence on 
the evening of April 27th after several days 
of largely peaceful protests against Mr 
Gray’s treatment. Soon after the funeral, 
angry teenagers, some apparently strand- 
ed by a shutdown of the city’s transport 
network, began attacking a mall in the 
north-west of the city. 

By sunset, large areas of West Baltimore 
had descended into lawlessness. Groups 
of young men and women looted bars and 
corner shops, set fire to buildings and joy- 
rode through the streets. By the following 
morning, the National Guard, state police 
and cops from neighbouring counties had 
flooded the city to enforce a city wide over- 
night curfew. 

The riots were the most dramatic unrest 
in a large American city since 2001. Some 
see them as an outpouring of understand- 
able rage at police brutality. Others won- 
der how torching the local pharmacy 
could possibly be the answer to anything. 
Barack Obama condemned the rioters as 
“criminals and thugs”. 

In the neighbourhood where much of 
the violence took place, a third of homes 
were already vacant and more than half of 
working-age residents do not have jobs. 
The median household income is $25,000, 
less than half the national average. Chain 
stores are rare: residents rely on expensive 
little shops that sell groceries through 
hatches in bulletproof screens. Prices are 
high because competition is weak: few 
shopkeepers want to work in such a dan- 
gerous neighbourhood. 

The riots will surely make all this 
worse. More businesses will flee, making 
j obs even harder to find and groceries even 
more costly. In Wonderland Liquors, a lo- 
cal store that was looted, volunteers sweep 
up the broken glass. “Everything is gone; 



it’s surreal”, says Daniel Kim, a relative of 
the owner. At least $100,000 of inventory 
was stolen, he reckons. The store is insured 
but it will take time to reopen and premi- 
ums will probably soar. 

Baltimore’s tragedy has intensified the 
national soul-searching about the relation- 
ship between African-Americans and the 
police that began with similar distur- 
bances in Ferguson, Missouri last August. 
Hillary Clinton called for an end to mass 
incarceration, for police officers to be 
equipped with body cameras and for re- 
forms intended to rebuild trust in policing. 

Yet the problems in Baltimore are differ- 
ent from those in Ferguson. There, a newly 
arrived and more middle-class black popu- 
lation faced a mostly white police depart- 
ment and white city leaders who essential- 
ly treated them as a source of revenue by 
constantly fining them for minor infrac- 
tions. In Baltimore, by contrast, blacks have 
been a majority for decades. The mayor, 
Stephanie Rawlings-Blake, is a black 
Democrat; her police chief is black, and 
most police officers are non-white. Balti- 
more’s problems are deeper: in many 
ways, the city has simply failed. 

Crime is rife. In 2013, 233 people were 
murdered in Baltimore, giving the city a 
higher murder rate than South Africa. Even 
as thousands of cops in riot gear enforced a 
curfew on April 28th, police scanners re- 
ported carjackings, robberies and one mur- 
der-none of them connected to the prot- 
ests. Gangs are common and visible. In the 



aftermath of the riots, young men in the 
uniforms of the Bloods and Crips gave in- 
terviews claiming to have done a better j oh 
than the police of preventing looting. 

This failure has its roots in a previous 
era. As in many north-eastern and mid- 
western American cities, black migrants 
seeking industrial jobs in the 1950s and 
1960s faced violence and racist housing 
policies which concentrated them into 
ghettos. Middle-class whites fled, particu- 
larly after the riots that followed the mur- 
der of Martin Luther King in 1968. In the 
1970s deindustrialisation sucked away 
jobs; in the 1980s, heroin and crack cocaine 
filled their place. As police adopted tough 
tactics to try to stop the drugs trade, violent 
crime instead flourished. 

The legacy of state failure is difficult to 
fix. An investigation by the Baltimore Sun 
in September revealed that between 2011 
and 2014 alone, the city paid out $5.7m to 
settle lawsuits over allegations of brutality. 
One case was of an 87-year-old woman 
who was pushed over by a police officer 
after calling because her grandson had 
been shot. In 2012 the fbi found 51 of the 
city’s cops involved in a corruption racket. 

Some attempts to lower crime seem to 
have worsened things. Under the orders of 
the then mayor Martin O’Malley (who 
now seems likely to run for president), the 
police adopted a “zero tolerance” strategy. 
In 2005 there were 100,000 arrests among 
a population of just 635,000. Few African- 
Americans trust cops to enforce the law 
fairly, so many crimes are not reported, and 
police struggle to get witnesses to testify. 
Barely half of the city’s murders are solved. 

Some things were improving before the 
riots. Graduation rates in the city’s public 
schools have climbed in recent years; a 60- 
year population decline has finally been 
stemmed. Alas, a few days of delirious 
mayhem could set the city back for a de- 
cade or more. ■ 
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A FOUNDATION 
IN THE CLOUD: 

CREATING A DATA-DRIVEN, 
MOBILE WORKFORCE 



Takeshi Numoto 

Microsoft 



The evolving workplace Is an undeniable reality of 
global business today. No longer constrained by office 
walls, employees expect to have access to the necessary 
tools, resources and information to be productive while 
working from any location — in a word; mobility. 

The path for businesses seeking to embrace the mobile 
workforce can pose challenges equaled only by the crucial 
question: Why? 

To understand the potential, first consider the 
proliferation of connected devices. Fueled by increasingly 
pervasive connectivity and often referred to as the Internet 
of Things (loT), the number of these connected “things" 

— smartphones, wearables and other enterprise assets — 
could reach more than 
200 billion in the next five 
years. 

Staggering 
Numbers 

While this number Is 
staggering on its own, the 
value ultimately comes 
down to empowering 
employees with anytime, 
anywhere tools that can 
help create actionable 
insights from the influx 
of data simultaneously 
generated and consumed by these devices. Accomplishing 
this requires businesses to think of mobile and cloud as 
equal parts of a larger whole — a new world of cloud-based 
solutions that impact how we live and work. 

Today, it's not just about phones, the band on your 
wrist or the billions of other Internet-connected devices,' 
says Takeshi Numoto, corporate vice president. Cloud 
and Enterprise, at Microsoft. “With cloud and mobile 
technologies, businesses can help employees be productive 
from anywhere by connecting them to intelligence drawn 
from business applications and processes, as well as social 
media, loT and other sources.' 

Companies can begin by consolidating their various 
structured and unstructured data sources. Then, using 
business intelligence and advanced analytics, they can 
extract insights from that data to drive better customer 



experiences, improve produaion and operations, and lower 
costs. Finally, companies can facilitate knowledge-sharing 
and collaboration by making data and analytics tools more 
accessible — tools that can uncover “small patterns" in big 
data to drive innovation. 

"Simply put the cloud gives businesses of ail sizes 
access to the kind of inteliigence and computing capabiiities 
previousiy out of reach for aii but the largest companies," 
says Numoto. "New cloud services can provide economical, 
on-demand access to business applications and intelligence, 
and solutions that can scale as an organization grows from 
start-up to large enterprise.' 

Bring Your 
Own Device 

However, Numoto cautions 
that data access and self- 
service business intelligence 
are only part of the equation. 
"Enterprise-grade reliability, 
scalability, compliance and 
security, which are critical 
elements of an effective cloud 
program, become even more 
complex In an era of ‘bring 
your own device," he says. "It 
takes experience and systems 
that are designed to gracefully 
handle failure cases and meet evolving performance 
requirements." 

Microsoft's answers to these challenges include 
enterprise-mobility solutions, which can help businesses of 
any size manage identities — on nearly every type of device 
— with integrated data and application protection, as well 
as the 99.95% availability, tech suppoa round-the-clock 
service health monitoring and the scalability of Azure. 

"Microsoft continues to embrace mobility, loT and big 
data as key drivers of our innovation,” says Numoto. Today, 
we deliver more than 200 Internet-scale services worldwide 
to over 20 million businesses in more than 90 markets. And 
we're continuing to lead the way with machine learning, 
support for nearly any architecture or any OS, and a steady 
stream of new features that make Microsoft's cloud offering 
the most intelligent in the industry.” 



U With cloud and mobile 
technologies, businesses 
can help employees be productive 
from anywhere by connecting 
them to intelligence drawn 
from business applications 
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Roland Fryer 

From the hood to 
Harvard 

A hotshot economist with lessons for 
Baltimore and other trouble spots 

W HEN Roland Fryer was a teenager, he 
hung out with a bad crowd. Sur- 
rounded by drug dealers and getting into 
fights, he used to sell counterfeit handbags 
to make a bit of extra cash. Asked by a 
friend where he would be at 30, he replied 
that he would probably be dead. In fact, at 
that age, in 2008, he became the youngest 
African-American to win tenure as an eco- 
nomics professor at Harvard. On April 
24th the American Economic Association 
(aea) announced that he had won this 
year’s John Bates Clark medal-the profes- 
sion’s second-highest honour after the No- 
bel prize. He is its first black winner. 

The Clark medal-awarded to the most 
promising American economist under 
40-was given for Mr Fryer’s work on im- 
proving “our understanding of the sources, 
magnitude, and persistence of us racial in- 
equality”. His research has sought to ex- 
plain why black children do so much 
worse in life than their white peers-and 
why relatively few have, like him, over- 
come their rough backgrounds. 

One of his early studies asked why 
black kids do worse than whites at school. 
He found that, after controlling for such 
things as income, there was no gap in kin- 
dergarten. But over time, black pupils lost 
ground in virtually every subject. By the 
middle of third grade (at around nine), they 
were 20% less likely than whites to be able 
to perform tasks such as multiplication. 

One explanation, long dismissed as an 
urban myth, was that black pupils do not 
study hard because those who do are ac- 
cused by their peers of “acting white”-and 
ostracised. Mr Fryer found a novel way to 
test this notion. He measured how popular 
pupils were by asking them to name their 
friends. To guard against fibbing, he count- 
ed a friendship as real only if both children 
named each other. He found that the myth 
was true. Black high-school students with 
good grades had fewer friends than those 
with mediocre ones. For whites, the re- 
verse was true. 

How, then, to persuade slackers to 
study harder? Mr Fryer suggested offering 
small cash rewards to children who meet 
certain goals, such as memorising their 
times tables. This was surprisingly effec- 
tive. One of his experiments in Houston’s 
elementary schools showed that, for every 
10% increase in incentive payments, pupils 
worked 8.7% harder. (By comparison, a 
similar increase in wages spurs adult 
males to work only 3.2% harder.) 




Roly polymath 



Mr Fryer’s next challenge is to study ra- 
cial inequality outside the classroom. He 
plans to test whether there is a racial bias in 
police shootings. This is much harder than 
it sounds. It is not enough to show that 
cops are more likely to shoot black citizens 
than white ones (which they are). You have 
to show that they are more likely to shoot 
blacks than whites under the same circum- 
stances. It should be possible to use police 
data to control for things that might prompt 
a cop to open fire, such as whether a sus- 
pect was holding a gun when being arrest- 
ed. The results, Mr Fryer says, may help the 
police figure out how to reduce the death 
toll. With Baltimore in flames and Fergu- 
son still reeling from riots over police 
heavy-handedness, such dispassionate re- 
search is urgently needed. ■ 



Education 

One door closes, 
another opens 

NEWYORK 

Shutting failing schools helps pupils 

ABANDONING schools can be perilous 
xxfor politicians. When Rahm Emanuel, 
Chicago’s mayor, decided in 2013 to shut 
down 47 public schools that were half- 
empty and had atrocious results, he 
sparked protests that nearly cost him the 
next election. In New York Michael Bloom- 
berg, who once ran the city, infuriated 
teachers’ unions because he sometimes al- 
lowed charter schools to replace tradition- 
al public schools that didn’t work. 

In 2013 Philadelphia closed 23 schools. 
Parents, teachers and activists held rallies 
and candlelight vigils to protest. Two years 



on, bad feelings remain. People are at- 
tached to their neighbourhood schools. 
Parents worry that closure could disrupt 
their children’s education. Children do not 
want to lose their friends. Teachers worry 
about their jobs. 

However, a new report from the Thom- 
as Fordham Institute, a think-tank, may en- 
courage future closures of bad schools, be- 
cause it suggests that they are good for 
students. Researchers looked at 23,000 dis- 
placed pupils from shut-down district and 
charter schools in eight Ohio cities be- 
tween 2006 and 2012. Ohio’s urban public 
schools have long struggled with competi- 
tion from charter schools and declining 
populations (the state’s eight largest cities 
have lost more than 50,000 students in the 
past eight years). Those who stayed found 
themselves in empty or failing schools. 

Critics argue that shutting schools des- 
tabilises and, in some cases, derails the ac- 
ademic progress of pupils. Not so: the Ford- 
ham study found that closures ultimately 
benefit pupils from wretched schools. 
Once a school had closed, most of the chil- 
dren ended up in better ones, where they 
eventually got higher grades. Three years 
after the closure, children were found to 
have gained the equivalent of at least an 
extra month of learning in their new 
schools. Those who went from a failing 
charter school to a high-performing one 
did even better, gaining 58 more days of 
learning in reading and 88 days in maths. 

Most of the closed district schools were 
in deprived areas. Nearly three-quarters of 
the children were black and more than 
90% were poor. The report concluded that 
“though fraught with controversy and po- 
litical peril, shuttering bad schools might 
just be a saving grace for students who 
need the best education they can get.” 

They do. And nationwide, many are 
not getting it. The National Assessment of 
Educational Progress, which periodically 
tests sample-groups of America’s children 
on various subjects, this week released dis- 
appointing results for history, geography 
and civics for 13-year-olds. Pupils showed 
no improvement since 2010. Most know lit- 
tle about history: only 1% earned an “ad- 
vanced” score in that subject. Geography 
scores are even worse. Most did not under- 
stand time zones, and a quarter thought 
Canada was a dictatorship. Results have 
been flat since 1994. 

Civics scores were also stagnant, and 
included some howlers. Asked which of 
four options “is a belief shared by most 
people of the United States” about the sort 
of government America should have, only 
a third gave the correct answer: that it 
should be a democracy. More than half 
thought that the government should guar- 
antee everyone a job. That was the wrong 
answer as far as the examiners were con- 
cerned, but perhaps an accurate reflection 
of what a lot of voters think. ■ 
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Utah 



Young, tolerant and surprising 



SALT LAKE CITY 

Some lessons in practical conservatism from the desert West 



M uch of America was built by reli- 
gious exiles. Utah was founded by 
exiles from the United States. After leading 
his disciples from Ohio, Illinois and Mis- 
souri in 1847, Brigham Young, the polyga- 
mist leader of the Church of Jesus Christ of 
Latter-day Saints, chose a plain fringed by 
the snow-capped Wasatch mountains 
deep in the desert West as the place to 
found his Zion, Salt Lake City. 

For the next 40 years the Mormons’ in- 
sistence on polygamy stopped their home- 
land being fully accepted into the United 
States; only after the practice was formally 
renounced in 1890 could the Utah Territory 
become a state. 

Utah’s curious history still defines it: 
the state’s population is nearly two-thirds 
Mormon. And so it may seem a strange 
place to look for lessons for the rest of 
America. Yet in recent years Utah has taken 
a surprising political path. The state is 
among the most Republican: in 2012 just 
25% of its people voted for Barack Obama. 
Its governor, both senators and the entire 
congressional delegation are all Republi- 
cans. Yet, oddly, it is not the most conserva- 
tive state in America. In several aspects of 
policy, Utah is quietly forging a model of 
constructive Republicanism. 

In March Utah’s state legislature passed 
a bill that banned discrimination in hous- 
ing and employment on the ground of sex- 
uality. The bill did not extend to most pub- 
lic services, leaving open the possibility 
that businesses could refuse to serve gay 
customers (though few do). Nor, predict- 
ably, did it apply to religious organisations. 
But, says Clifford Rosky a professor of law 
at the University of Utah and an advocate 
of gay rights, it strengthened the legal pro- 
tections offered to gay people and passed 
with a thumping maj ority. 

In the same session, the state also 
passed a bill which changed many drug of- 
fences from felonies to misdemeanours 
and redirected money towards treatment 
for the mentally ill and persistent drug us- 
ers. A similar policy of harm reduction is 
applied to homelessness. Over the past de- 
cade Utah has reduced by around 75% the 
number of people living permanently on 
the street, by giving them homes without 
first insisting that they quit alcohol or 
drugs or solve their mental-health pro- 
blems. This policy was controversial, says 
Gordon Walker, the head of Utah’s hous- 
ing division. But, he argues, because such 
people use the emergency services a lot, it 



I Land of the pioneers 



Liberal Utah 



Bans discrimination against gay people in 
housing and jobs 

Offers treatment rather than prison to many 
drug offenders 

Issues driving Licences to illegal immigrants 
Houses the homeless before they give up booze 



Illiberal Utah 



Has not expanded Medicaid 
Reintroduced the firing squad for murderers 
Source: The Economist 

saves money. 

On immigration, the state has long 
been fairly tolerant-and much more so 
than its neighbour Arizona. In 2010, when 
Arizona passed a law compelling police of- 
ficers to check immigration papers, Utah 
became the first in America to issue a spe- 
cial class of driving licence available to ille- 
gal immigrants who can prove their resi- 
dency. That was followed in 2011 by a law 
which proposed to introduce state-level 
work permits for illegal residents: an idea 
ultimately blocked by the federal govern- 
ment, but which was meant to send a mes- 
sage. The state is also among 18 which al- 
low certain illegal-immigrant students to 
claim in-state tuition benefits, and it enthu- 
siastically takes in refugees under the fed- 
eral resettlement programme. 



Utah’s liberalism should not be over- 
stated. This year the state passed a law rein- 
troducing the firing squad for murderers. It 
has not yet accepted Obamacare’s expan- 
sion of Medicaid, the federal-state health 
programme for the hard-up, though it may 
do soon. It continually fights with the feds 
over environmental policies and land 
ownership (over half of the state is owned 
by the federal government). Yet Utah is dif- 
ferent, argues Spencer Cox, the state’s 
young lieutenant-governor. “Our brand of 
conservatism is. . .very practical,” he says. 

The clearest way in which Utah differs 
is in its religion. Mr Cox reckons that Mor- 
mons, long persecuted themselves, are tol- 
erant of other people’s opinions. Because 
many serve overseas as missionaries, they 
are more open to foreigners, he says. 
Whether that is true or not, the Mormon 
church has a direct influence on the state’s 
politics. The sexual-discrimination bill 
passed largely because the church sup- 
ported it, says Tim Chambless, a political 
scientist at the University of Utah. 

Mormons also make the demography 
of Utah unusual. The state is 92% white; 
and yet, because Mormons marry young 
and have large families, it is the youngest 
state in America. It also has the lowest level 
of income inequality and one of the lowest 
poverty rates. That is partly thanks to a 
highly successful economic policy: it has a 
flat income tax of 5% and invests heavily in 
infrastructure. In recent years Salt Lake 
City, which is a more liberal, less religious 
place than most of Utah, has become a 
magnet for finance and tech companies. 

Can Utah’s model be exported? Its de- 
mography, history and religion are unique. 
In other equally Republican-leaning 
places, such as Texas and the Deep South, 
politics is more raw and fiercely fought. Yet 
even if political culture cannot be export- 
ed, ideas can be. Perhaps what Utahns 
need is a little more missionary zeal. ■ 
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The Democratic front-runner has a troubled relationship with more than one kind of bill 




I N AMERICAN public life, surprising angst is generated by the 
task of finding private jets for political bigwigs to borrow. The 
chore is easy when a big corporation makes a plane available. 
Some billionaires relish flying political chums around, which is 
even handier. But sometimes, when all else fails, flights end up 
being cadged from frankly unsavoury jet-owners. This does not 
matter much once a political leader has left office and hit the glo- 
bal-grandee circuit-a lucrative world of paid speeches, charity 
work and discreet consulting gigs. But it does if a politician still 
has campaigns left to run. 

The private-jet conundrum sheds light on a challenge facing 
Hillary Clinton. Her husband Bill long ago passed through what 
might be termed the “money door”, cashing in his celebrity, elo- 
quence and connections to become a rich man. Fair enough; he is 
a private citizen and a brilliant speaker. Unlike the Brits, who treat 
Tony Blair as a pariah these days, Americans do not necessarily 
think it outrageous that a former head of government should be- 
come rich. Mr Clinton’s allies add that personal wealth holds lit- 
tle interest for him. Given a pile of money, he might buy an expen- 
sive watch but that is about it, admirers maintain. 

His wife’s relationship with big money is more complicated. 
Mrs Clinton is described-to put it politely-as intently focused on 
her family’s financial security. She, too, has given lots of speeches 
for six-figure sums. But unlike Bill, she is now attempting some- 
thing hard: to reverse her passage through the money door, quit 
the life of the global grandee and reinvent herself as a tribune of 
the people. Instead of jetting to Iowa to start her campaign, she 
trundled from New York in a van. Even her friends thought this an 
unconvincing show of solidarity with the working stiff. Barack 
Obama joked that the economy had got so bad for some people 
that: “I have one friend, just a few weeks ago, she was making mil- 
lions of dollars a year, and now she’s living out of a van in Iowa.” 
In a recent fundraising letter to small donors she talked of her 
immigrant grandfather who worked as a child in the lace mills of 
Scranton, Pennsylvania, and thundered that “The deck is still 
stacked for those at the top.” Meanwhile, news outlets posed 
awkward questions about her family’s pursuit of wealth since 
leaving the White House 15 years ago. In particular she has been 
asked about the foreign governments and businesses that show- 



ered speaking fees, philanthropic donations and, indeed, private 
jet flights, on her husband and family-run charities while she 
served as secretary of state from 2009 to 2013. 

Many of the questions were inspired by a fiercely disputed 
forthcoming book, “Clinton Cash: The Untold Story of How and 
Why Foreign Governments and Businesses Helped Make Bill and 
Hillary Rich”, by Peter Schweizer. Some of the most pointed con- 
cern donations made to the Clinton Foundation, the family’s 
philanthropic arm, by a group of Canadian businessmen at the 
same time as they struck politically sensitive deals to snap up ura- 
nium assets worldwide, including a fifth of America’s uranium 
reserves. Their uranium holdings were later sold to the Russian 
state-a sale which required approval by the State Department 
led by Mrs Clinton. Mrs Clinton’s campaign staff say there is not a 
“shred” of evidence that the former secretary of state used her of- 
fice to help donors. To be sure, no smoking gun has been found; 
but Clintonland sounds defensive. 

The Clinton Foundation-which seeks to reduce childhood 
obesity, lower the cost of hiv drugs and other good things-has 
announced that while Mrs Clinton is running for office it will ac- 
cept donations only from foreign governments that are already 
funding programmes. The foundation added that it would refile 
any tax returns which misreported some overseas donations, ac- 
knowledging accounting “mistakes”. This burst of interest in the 
Clinton family’s finances follows revelations about Mrs Clinton’s 
use of a private e-mail server throughout her time as secretary of 
state, allowing her to delete tens of thousands of e-mails as she 
saw fit rather than preserve them in government archives. 

Mistakes were made 

Republicans say all this is (fresh) evidence that the Clintons are 
calculating and corrupt. Mitt Romney, the Republican presiden- 
tial nominee in 2012, told conservative radio that he saw “every 
appearance that Hillary Clinton was bribed to grease the sale of, 
what, 20% of America’s uranium production to Russia,” and that 
e-mails were later erased to cover up the scandal. Democrats loy- 
al to the Clintons closed ranks, telling media outlets that parti- 
sans are confecting allegations out of nothing, and that all char- 
ges will prove unfounded. Among diehards on the right and left, 
this latest fuss will probably change few minds. The approxi- 
mately 40% of Americans who would not dream of voting for 
Mrs Clinton will scorn her a little more. On the other side, roughly 
40% of Americans so dislike today’s Republican Party that talk of 
influence-seeking by donors in Clintonland will not sway them. 

But there are Americans whose support cannot be taken for 
granted by either party. These include young people and minor- 
ities who only sometimes vote, as well as several million work- 
ing-class whites who stayed at home in 2012 rather than vote for 
Mr Romney, an awkward plutocrat. Extended discussion of the 
Clinton family’s wealth, and whether any of it was ill-gotten, is 
likely to exhaust and alienate such voters. When they hear Mrs 
Clinton complain about bosses’ pay or money in politics, they 
will roll their eyes. This problem will persist even if no vast scan- 
dals are unearthed by further digging into the Clinton Founda- 
tion, or indeed into the more than $ioom that the former first cou- 
ple are estimated to have earned from speechifying. America has 
spent years listening to the Clintons defending themselves 
against charges of greed, and of sticking to the letter rather than 
the spirit of rules and undertakings. The prospect of another 18 
months arguing about such things is not a happy one. ■ 
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Mexico and its NGOs 



The new movers and shakers 



MEXICO CITY 

They don’t wear balaclavas or wave banners, but they are bringing about change 



V ’lRIDIANA RIOS is a 32-year-old activ- 
ist who grew up in the impoverished 
suburbs of Mexico City. But she is no left- 
wing firebrand. She is the Harvard-educat- 
ed head of an ngo that uses analysis, sta- 
tistics and cheeky social-media campaigns 
to agitate for clean government. Instead of 
adopting the rabble-rousing tactics of the 
street, she is part of a movement of civil- 
society wonks who are gaining big influ- 
ence in Mexico. Their weapons are hard 
facts and solid arguments. “We are the 
technocracy of civil society,” she says. 

In recent months, after the murder of 43 
students in the south-western state of 
Guerrero in September and widespread al- 
legations of corruption, these organisa- 
tions have come into their own. They have 
persuaded the government of Enrique 
Pena Nieto to go further than he originally 
wanted in a constitutional reform to tackle 
corruption. “I would go so far as to say that, 
without them, this reform wouldn’t have 
happened,” says Fernando Rodriguez Do- 
val of the opposition National Action 
Party, which drafted the law. 

In April ngos and think-tanks lobbied 
successfully for laws opening up greater ac- 
cess to government information. They also 
launched a “civil observatory” to monitor 
the building of a vast new airport near 
Mexico City; the government says it will 
cost 169 billion pesos ($n billion), but has 
not said where the money will come from. 



And an education charity, Mexicanos 
Primero, headed by a member of a promi- 
nent industrial family, is taking legal action 
to force the interior ministry not to cave in 
to radical teachers who are opposed to a 
sweeping education reform. 

The ngos’ methods include “name 
and shame” campaigns that play well on 
social media. Ms Rfos’s outfit, Mexico 
iComo Vamos? (How are we doing, Mexi- 
co?), has designed an anti-corruption 
“breathalyser”. It shows in real time which 
states have and have not approved the 
anti-corruption reform that will, for the 
first time, subject them to federal audits. 
Within a week of approval in the federal 
Congress on April 22nd, ten of the 32 states 
had ratified it. This delighted Ms Rios. 

Recently, two ngos, the Mexican Com- 
petitiveness Institute (imco) and Transpa- 
rencia Mexicana, created a platform called 
Three out of Three, which encourages can- 
didates in mid-term elections on June 7th 
to go beyond legal requirements and make 
public their assets, interests and proof of 
tax payments, imco’s head, Juan Pardinas, 
says the aim is to overcome a political cred- 
ibility crisis in Mexico. He urges voters to 
send tweets to candidates, offering to vote 
for them only if they provide the informa- 
tion. By April 29th, 100 politicians had re- 
sponded, including nine candidates for 
state governor. 

It has not been easy for ngos to attain 
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this influence in a country where the tech- 
nocratic elite used almost automatically to 
join the government. For much of the 20th 
century, Mr Pena’s Institutional Revolu- 
tionary Party (pri) co-opted civil society. Its 
mishandling of rescue efforts after the 1985 
Mexico City earthquake produced an up- 
surge of grassroots activism. Civil-society 
groups gained further prominence by fight- 
ing fraud during elections in the 1980s and 
1990s, until the pri finally lost its 72-year- 
old grip on power in 2000. 

Once Mexico had become more demo- 
cratic, the American foundations that had 
bankrolled some of these ngos moved 
elsewhere, says Shannon O’Neil of the 
Council on Foreign Relations, an Ameri- 
can think-tank. But a new law in 2004 gave 
charities more access to government sup- 
port and the tax authorities have slowly 
made it easier to make tax-deductible do- 
nations. American money has come back. 

By one estimate, donors such as the Ford 
Foundation account for more than half the 
funding of large ngos. Mexican business 
foundations play a small but growing role. 

After a lull, the number of ngos grew 
again as Mexico’s domestic security trou- 
bles increased in the late 2000s. Some, sup- 
ported by Mexican business groups, be- 
came highly effective in getting the 
government to deal with drug-related vio- 
lence in such northern cities as Ciudad Jua- 
rez and Monterrey. There was, however, a 
social split, says Juan Salgado of cide, a 
government research institute. Because 
violent crime affected both rich and poor, 
well-heeled victim-support groups 
emerged with powerful government con- 
nections. He calls these vip ngos. The 
grassroots anti-crime organisations tended 
to be poorer, more ideological and more fo- 
cused on the causes of crime and on hu- 
man rights. They find a stronger echo in ►► 



30 The Americas 



The Economist May 2nd 2015 



► street protests than in the government. 

The grassroots organisations can be dis- 
missive of their more technocratic breth- 
ren, labelling them neoliberal and govern- 
ment stooges. Indeed, some of their 
leaders are graduates of itam, one of Mex- 
ico’s most prestigious universities, which 
spurns the ideological biases that afQict 
most others. It instils an evidence-based 
approach to learning that often leads stu- 
dents (such as Ms Rios) to Ivy League uni- 
versities in the United States. 

The technocrats have a pragmatism 
that makes their agenda hard to pin down. 
For instance, imco supports energy re- 
form, as does business. But it also cam- 
paigns against obesity, which is partly 
blamed on the food industry. On corrup- 
tion and transparency, many ngos have 
banded together. They also rely on mass 
movements to put the government on the 
defensive, as in the street protests last year 
against Mr Pena over the students’ deaths 
and over his wife’s role in a potential con- 
flict-of-interest scandal. 

Such incidents forced the government 
to come out of its bunker, says Luis Rubio, 
head of cidac, a think-tank. “They have a 
new pragmatism. In the end they realised 
they needed some legitimacy.” He says the 
ngos’ job is not just to help write good 
laws but also to make sure they are imple- 
mented. For this, they need support from 
social and mainstream media. As Ms Rios 
puts it, “We have a voice. But the press and 
social media are our megaphone.” ■ 



Alberta's election 

Where you been 
so long? 

OTTAWA 

The opposition may end the longest 
winning streak in Canadian politics 

J IM PRENTICE had every reason to feel 
confident when he called an election for 
May 5th. His Progressive Conservative 
party has governed Alberta without inter- 
ruption since 1971. It held 70 of the 87 seats 
in the provincial legislature. Wildrose, the 
main opposition party (named after Alber- 
ta’s official flower), seemed to be self-de- 
structing: late last year nine of its 14 legisla- 
tors, including the leader, joined the ruling 
party after Mr Prentice became premier. 
How could he lose? 

Yet opinion polls now suggest that he 
might. Wildrose is running ahead of the 
Progressive Conservatives, and both are 
trailing the left-leaning New Democratic 
Party (ndp). Its victory would be a shock 
for a province that is, as one political scien- 
tist puts it, conservative in every sense of 
the word. And it would worry Canada’s 
prime minister, Stephen Harper, whose 
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Conservative Party has links to both right- 
of-centre provincial parties. Alberta is his 
adoptive home; he hopes to win re-elec- 
tion in October. 

Mr Prentice’s biggest problem is the 
economy, which has sagged along with the 
oil price (see chart). After several years 
growing faster than the national average, 
Alberta’s economy will barely expand this 
year and may even shrink. This has cast a 
pall over the province. Firms that operate 
in the oil sands are slashing investment 
and jobs. Organisers of this summer’s Cal- 
gary Stampede, a wild-west jamboree, fret 
that corporate sponsors will serve hot dogs 
rather than steak. 

The weak economy has made a hole in 
Alberta’s budget. The province is project- 
ing deficits of almost C$5 billion ($4.1 bil- 
lion) in this fiscal year and C$3 billion in 
the next one. Mr Prentice has responded by 
proposing higher taxes and user fees 
(though Alberta remains the only province 
without a local sales tax). He called elec- 
tions a year early because, he said, he need- 
ed a new mandate to enact such big tax in- 
creases. The real reason may have been to 
avoid a vote next year, when the economy 
could be even weaker. 

The stratagem might fail. Mr Prentice’s 
tax plans have given new heart to Wild- 
rose, which was founded in 2008 by disaf- 
fected Conservatives who wanted the gov- 
ernment to rein in spending and taxes. 
Hostility to tax increases seems to be the 
party’s only deeply held belief, but it reso- 
nates with Albertans. By splitting the right- 
of-centre vote, Wildrose has created an 
opening to the ndp, which wants to raise 
taxes on companies and the rich. It would 
spend the extra revenue on health (it prom- 
ises 2,000 long-term care beds) and educa- 
tion (it would shrink class sizes and freeze 
university tuition fees). 

Mr Prentice is a sensible moderate. 
After stints as Canada’s industry and envi- 
ronment minister and as vice-chairman of 



Correction: In our article about Rio de Janeiro's 
Olympics ("Sobriety at the carnival", April 25th) we 
wrote that more than 50 tonnes of dead fish had washed 
into Guanabara Bay (the venue for sailing events). They 
were in fact found in the lagoon where rowers will race. 



a big bank, he became premier in Septem- 
ber after his predecessor was felled by 
scandal. He wants to reduce Alberta’s de- 
pendence on oil and has tried to improve 
relations with indigenous people whose 
co-operation is needed if Alberta is to de- 
velop other natural resources. 

But Mr Prentice has hurt himself with 
policy u-turns and campaign gaffes. His 
government at first exempted religious in- 
stitutions from a law obliging schools to 
tolerate clubs supporting gay students, 
then reversed itself, angering social conser- 
vatives. In a joust with the ndp’s leader, 
Rachel Notley, during a television debate 
he patronisingly observed that “math is 
difficult”. That provoked a feminist furore 
(on Twitter at ttmathishard and elsewhere). 

The pollsters were wrong in 2012, when 
they predicted a Wildrose victory. A fifth of 
voters remain undecided. Mr Prentice is 
confident that his land of petroleum and 
prairies “is not an ndp province.” He must 
hope that the pollsters are wrong again. ■ 



Colombia's judiciary 

Trouble at the top 



BOGOTA 

Even the highest courts are not immune 
from scandal 

C OLOMBIANS do not have a high opin- 
ion of their judiciary. They see it as 
slow, corrupt and prone to letting wrong- 
doers go free. A three-month strike starting 
last year by workers in the judicial system 
further tarnished its image. But until now 
Colombians have held the top courts in 
higher regard. The Constitutional Court 
won their gratitude by securing access to 
health care and upholding the rights of 5m 
displaced people. The Supreme Court 
prosecuted politicians who had colluded 
with right-wing paramilitary groups. 

That esteem is now being tested. The 
Constitutional Court’s president, Jorge Pre- 
telt, faces allegations that he solicited a 
bribe of 500m pesos ($210,000) to issue a 
ruling in favour of Fidupetrol, an oil com- 
pany, in a dispute with the government. Mr 
Pretelt denies the charge and has temporar- 
ily stepped down as the court’s president 
(though not as a judge) to defend himself 
before a congressional commission. 

“The crisis reaching the Constitutional 
Court is the last straw,” says Farid Bena- 
vides, a law professor at the Universidad 
de Los Andes in Bogota. Two-thirds of Co- 
lombians say they mistrust the high courts, 
according to a poll taken in March, after 
news of the scandal broke. Some critics 
called for the resignation of all high-court 
magistrates; others proposed a constitu- 
tional assembly to overhaul the judiciary. ►► 
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► Colombia’s president, Juan Manuel 
Santos, favours less drastic measures. The 
scandals should not lead Colombians to 
“go to extremes and demonise” the judicia- 
ry, he advised. Instead, he added new pro- 
visions to a grab-bag constitutional reform 
bill, which was already making its way 
through Congress. 

These would strip high-court judges of 
their role in choosing other senior officials, 
such as the comptroller-general, a govern- 
ment spending watchdog. “We want 
magistrates to concentrate on justice and 
not get distracted by electoral business,” 
said Mr Santos. The reforms would also 



end the practice of judges from one high 
court naming judges on another, which en- 
courages cronyism. 

This does not address the biggest pro- 
blems, says Jose Manuel Acevedo, a law- 
yer who leads sos Justice, a group that 
campaigns to make the judicial system 
more accessible and transparent. These 
stem from a “crisis of values” among law- 
yers, prosecutors and judges. One sol- 
ution, he thinks, would be to require law- 
yers to pass a bar exam, as American 
lawyers must. Mr Santos’s reform takes a 
first step, by providing for the creation of a 
bar that lawyers would have to j oin. 



A change of culture could take genera- 
tions. Colombia needs reform sooner than 
that. The government is holding peace 
talks with the farc, a leftist army, to end 
their half-century war. If they reach agree- 
ment, the courts will have to consider 
whether to bring criminal charges against 
thousands of demobilised guerrillas. 

Predictably, the farc has seized on the 
Constitutional Court scandal. The group 
said it would not be judged by “this corrupt 
judicial system”. Nor would it tolerate a re- 
form that “maintains the most abject pro- 
blems.” The quality of Colombia’s courts 
has become a matter of war and peace. ■ 
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I Latin America’s rural dream 



Farming is part of the region’s future as well as of its past 



44T THINK everyone in this country 
X ...has a dream hidden away in their 
heads, the secret dream of land, a small 
plot of land that makes them feel secure, a 
hidden reserve against the thousand mis- 
fortunes that might happen.” So says Pilar 
Angel, one of three siblings who are the 
narrators of “La Oculta”, a new novel by 
Hector Abad Faciolince, one of Colom- 
bia’s leading writers. 

La Oculta (“The Hideaway”) is the An- 
gels’ 150-year-old family farm in Anto- 
quia, Colombia’s most entrepreneurial 
and conservative province. Mr Abad’s 
finely crafted novel not only expounds its 
narrators’ contrasting attitudes towards 
sex, rural life and tradition in a modernis- 
ing country, but also tells in fictional form 
the true story of an attempt to create a ru- 
ral middle class in Colombia. In doing so, 
it throws an evocative light on the endur- 
ing pull of the land in Latin America-and 
the undercurrent of violence that has 
gone with it. 

Conflict over land is the region’s oldest 
story, dating to before the Iberian con- 
quest. This installed a uniquely unequal 
pattern of landholding, sustained by serf- 
dom and slavery. That lies at the root of 
the region’s inequality, and it made land 
reform one of the big ideological battles 
of the 20th century. When it came, reform 
too often destroyed efficient farms with- 
out creating a workable alternative-and 
was too late to stop poor peasants from 
flooding into the cities. 

But there were exceptions. Mr Abad re- 
lates the colonisation of south-western 
Antioquia, then a remote mountainous 
tract of nothing but “trees, wild beasts, 
birds, torrents, thickets, snakes, butter- 
flies, ravines and mosquitoes.” In the 
1850s two merchants to whom the gov- 
ernment had granted the area in repay- 
ment of bonds gathered together young 




families and offered them plots in return 
for communal labour. Their pioneering vi- 
sion was of “a free society of landed pro- 
prietors, comfortably off and happy.” 

Thanks to the arrival of coffee, it 
worked. Unlike in Central America or Bra- 
zil, most of Colombia’s coffee has been 
grown by small and medium-sized propri- 
etors. The hills of Antioquia and the prov- 
inces to the south are studded with flower- 
decked, brightly painted farmhouses. 

But Arcadia was lost. For the past seven 
decades rural Colombia has seen persis- 
tent violence, partly a battle for land but 
mainly for plunder and ideology, farc 
guerrillas and kidnappers come to La 
Oculta, and then paramilitaries using 
chainsaws as murder weapons. Since the 
1980s some 5m Colombians have fled the 
land to escape threats or violence. 

It is family disunity that dooms La 
Oculta. Jon, a black New Yorker who is the 
partner of Antonio, Pilar’s gay brother, 
does not share or understand the antio- 
queno “madness for farms”, “this ancestral, 
anachronistic attachment to a peasant 
past”. But most Latin Americans do. For 
centuries, they drew their identity and 



only hope of economic security from the 
land, the still-venerated pachamama 
(mother earth) of the Incas. If they moved 
to the cities, it was because they wanted 
more than subsistence. Many migrants re- 
tain ties to their ancestral villages. They 
keep their family plots and dream of re- 
turning to them. One reason for Latin 
America’s low rate of saving is its people’s 
preference for land, bricks and mortar. 

Farming is rooted in Latin America’s 
past but it is also part of its future. The re- 
gion is somewhat less urbanised than is 
often thought. Although officially 76% of 
Latin Americans are urbanites, a study by 
the World Bank in 2005 found that 42% 
live outside big cities in what could be 
classed as the countryside. 

Blessed with abundant land, Latin 
America can help feed the world. Many 
countries have enjoyed agricultural revo- 
lutions in the past two decades, applying 
technology to commercial export farm- 
ing. There is scope for this to benefit small- 
er-scale farmers as well as agribusiness. 
The main things missing are good trans- 
port, public services and security in the 
countryside. 

In Peru a burst of rural roadbuilding 
and the spread of mobile phones are 
transforming poorer parts of the country. 
Rural incomes rose by more than 7% a 
year betweeni994 and 2011, according to a 
study by Richard Webb, a former presi- 
dent of the country’s Central Bank. 

Connectivity will itself help to make 
the countryside more secure. That is also 
the biggest potential prize from peace 
talks between Colombia’s government 
and the farc. “La Oculta” ends with Pilar 
clinging on in the farmhouse, having sold 
the land for weekend homes that take ad- 
vantage of a planned motorway link to 
Medellin. One way or another, the rural 
dream remains alive in Latin America. 
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After Nepal's earthquake 

To the rescue 



DELHI AND KATHMANDU 

A 7.8-magnitude earthquake brings tragedy, and reveals political shortcomings 



A CLOUD of brown dust filled with rock 
.doves rose over Kathmandu, the Ne- 
pali capital, when the earthquake struck 
on April 25th. As the Indian tectonic plate 
lurched three metres (10 feet) northward, 
the ground shook so violently that people 
struggled to stand. The earthquake rattled 
windows in Delhi, India’s capital, 1,000 ki- 
lometres (620 miles) away. 

Older parts of Kathmandu are now rub- 
ble. A 62-metre tower put up in the 19th cen- 
tury, Dharahara, collapsed. More buildings 
fell down in Durbar square, a unesco 
world heritage site that is home to old tem- 
ples. Both sites had been thick with locals 
as well as foreign visitors. Many were 
trapped and died. At least one newish ho- 
tel also folded, killing dozens. But for the 
most part, the city’s glass-and-concrete 
structures stayed standing, despite notori- 
ously poor enforcement of building codes. 

Credit is due to public campaigns by 
NGOs and the un. They have trained 
builders to strengthen the joints of con- 
crete beams. Hundreds of schools have 
been reinforced in recent years. Thanks to 
that, experts’ worst fears of a big earth- 
quake flattening three-fifths of the capital 
and killing 100,000 were not borne out. 
Luck also played a part: the main earth- 
quake (there were aftershocks) came at 
noon on a Saturday, when schools and of- 
fices were closed and people were outside. 



Even so, the suffering was horrific. By 
mid-week over 6,000 were confirmed 
dead. The prime minister, Sushil Koirala, 
predicts a final toll of 10,000. It could go 
quite a bit higher. Most victims were in the 
Kathmandu valley, which has seen rapid 
and haphazard urban growth over the past 
couple of decades, partly because a civil 
war that ended in 2006 pushed villagers 
towards the capital. The valley’s buildings 
are especially vulnerable since they rest on 
sediment layers that are prone to liquefac- 
tion. Rebuilding the stricken areas could 
cost $10 billion-a huge bill for one of Asia’s 
poorest countries. 

Three days after the quake, the roads 



from Kathmandu were thronged with peo- 
ple taking food and tents to nearby vil- 
lages. In Kavrepalanchok district villagers 
camped in fields under plastic sheets. They 
complained of the stench from human 
corpses and dead livestock. They badly 
needed water, food and medicine. Two 
parents digging in the rubble for the body 
of their 16-month-old daughter said local 
police would not help. 

Next door in Sindhupalchok district, ev- 
ery mud-and-stone house was cracked, 
and many had collapsed outright. The gov- 
ernment guesses that 530,000 houses 
were damaged in all, and over 70,000 de- 
stroyed. Almost nobody has insurance. 
The UN says 8m people in a population of 
nearly 30m are affected in some way. 

The epicentre was 80km north-west of 
the capital, in a steep and mountainous 
area. Landslides reportedly swept entire 
villages off the hillside. Aerial footage 
shows houses that have collapsed into cir- 
cles of dust. Unseasonal rain and cold, and 
continuing aftershocks, including one 
with a magnitude of 6.9, have left many ►► 
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► survivors exposed. 

On Mount Everest, east of Kathmandu, 
tremors set off an avalanche that crushed 
at leasti9 climbers and Sherpas. It has been 
a bad period for Nepali tourism. In Octo- 
ber freak snowstorms killed 43 on a lower- 
altitude trail. And a year ago an avalanche 
on Everest killed 16. Nothing puts off deter- 
mined climbers, but a tourism industry 
that is vital to the economy looks to be in 
trouble. 

In India the quake killed over 70 peo- 
ple, but concern was directed largely at the 
neighbour. In a radio address, India’s 
prime minister, Narendra Modi, vowed to 
“wipe the tears of every Nepali”, adding 
that Nepal’s pain was also India’s. Millions 
of Nepali migrants live and work in India, 
sending remittances home. These will 
now be even more badly needed. 

Mr Modi wants to be seen to be in 
charge. He appears to be guiding the relief 
effort better than Nepal’s own leaders. 
Within hours of the first jolts, the Indian 
army began delivering aid. There is a geo- 
political dimension to the help. A Modi ad- 
viser talks of an Indian strategy of becom- 
ing “more confident abroad”. 

That starts with winning influence in 
the region. Mr Modi has twice visited Ne- 
pal since he came to office a year ago, after 
a gap of 17 years during which no Indian 
prime minister deigned to pay a bilateral 
visit. He promotes Indian investment in 
Nepali hydropower. And Nepal is a main 
beneficiary of India’s trebling of aid over 
the past three years, to 94 billion rupees 
($1.5 billion) a year. China presumably fea- 
tures in Mr Modi’s calculations. Its influ- 
ence in Nepal has often appeared to be in 
the ascendant. 

After the quake China sent a rescue 
team and promised $3m in immediate aid. 
Several countries and un agencies quickly 
promised financial and other help. Indeed, 
so many donors rushed search-and-rescue 
teams, field hospitals, blankets, tents and 
medical equipment to the main airport in 
Kathmandu that it grew overwhelmed. 

As for Nepal’s own government, it faces 
huge challenges. Rescue and immediate re- 
lief operations are now making way for 
more sustained help for the survivors. Dis- 
tributing materials for proper shelter and 
ensuring good sanitation are urgent priori- 
ties before the monsoon rains arrive in a 
couple of months. The sowing season also 
starts soon, so distributing seeds and farm 
supplies is pressing. 

Jamie McGoldrick, who leads the un in 
Nepal, worries that it is the most rural and 
remote areas, where the poorest, lowest- 
caste Nepalis live, that are at risk of neglect. 
Though the needs of the countryside’s 
poor are greatest, the lion’s share of foreign 
attention and aid goes to Kathmandu, 
home to the political elite, the bulk of for- 
eign workers and much of the country’s 
rich cultural heritage. Mr McGoldrick also 



warns about weak governing capacity. He 
sees bureaucratic rivalries as well as sloth 
as impediments to the country’s relief ef- 
forts. Others point out that politicians have 
long been interested mainly in their own 
well-being, fruitlessly debating a new con- 
stitution for the past seven years while 
paying little attention to governing. 

Effective local councils would be the 
most useful form of administration to have 
in place now. Yet Nepal has had no local 
elections since 1999. Instead civil servants 
run things. Many are notorious for being 
unaccountable, corrupt and prejudiced to- 
wards the lowest castes. Donors are in a 
quandary, wondering how much to trust 
questionable partners while rushing to 
help. Nepal has never been an easy place 
in which to make aid work. In this grievous 
emergency, it will be harder yet. ■ 



Pakistan's economy 

Fuel injection 



LAHORE 

Lower oil prices prove to be a boon 

T hose in search of a thriving stock- 
market, a stable currency and low infla- 
tion would not normally pitch up in Paki- 
stan. It is more readily thought of as a pit of 
instability than as a source of opportunity. 
Yet Pakistan is enjoying a rare period of op- 
timism about its economy. 

The IMF reckons that the economy will 
grow by 4.7% next year, the fastest rate in 
eight years. Consumer prices rose by 2.5% 
in the year to March, the smallest increase 
for more than a decade. Twice already this 
year the central bank has lowered its 
benchmark interest rate. Some indicators 
are pointing to an upturn in spending. 
Compared with a year earlier, cement 
sales, which are a guide to how much con- 
struction is taking place, rose by 5.5% from 
July to March. Car sales rose by 22% over 
the same period. 

I Fuelled up 

Pakistan's: 
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A fall of two-fifths in the oil price is a 
huge slice of luck for a country such as Paki- 
stan. It relies on imported fuel oil for two- 
fifths of its power supply and is prone to 
periodic balance-of-payments crises (see 
chart). The country’s import bill can easily 
overwhelm the foreign-exchange earnings 
from textile exports and the remittances 
that Pakistanis working in the Middle East 
and Europe send home. In 2013-14 Paki- 
stan’s net import bill for oil came to $12.6 
billion, or around 5% of gdp. But if oil 
prices stay low, Pakistan could save a total 
of $12 billion in the next three years, says 
the IMF. The money could be spent on 
things with more local content and give 
the economy a lift. 

The government of Nawaz Sharif takes 
some credit for the economy’s new stabil- 
ity. It has stuck to an imf programme 
agreed to in 2013, a few months after it 
came to power in Pakistan’s first-ever han- 
dover from one civilian government to an- 
other. Eoreign-exchange reserves have 
more than doubled, to $17.7 billion. Electric- 
ity tariffs have been raised, and some un- 
paid bills collected, easing the cash burden 
on hard-pressed distribution companies. 
Tax receipts have risen, albeit from pitiful 
levels, in response to efforts to broaden the 
base and cut exemptions. The revenue 
agency has sent overi50,ooo tax notices to 
non-payers. More retailers are being drawn 
into the indirect-tax net. A draft budget 
aims to bring the budget deficit below 4% 
of GDP in 2015-16, from a peak of over 8%. 

A privatisation drive that stalled last 
June resumed in April, when the govern- 
ment sold its stake in Habib Bank, the 
country’s largest lender, for $1 billion. 
Three-quarters of bids came from foreign 
investors. Pakistan’s stockmarket has dou- 
bled in dollar terms since the start of 2012, 
thanks in large part to such foreign interest. 
Privatisations will only add to the market’s 
variety and appeal. Listed companies are 
highly profitable, although in part because 
they often face too little competition. 

Visitors to Pakistan are surprised to dis- 
cover good roads and a strong business cul- 
ture. The country is mid-table in the World 
Bank’s ease-of-doing-business rankings, 
well above India. The infrastructure is sol- 
id enough to support big fast-food chains: 
McDonald’s, kfc. Pizza Hut and Subway 
have 187 outlets between them, more than 
in all of Sub-Saharan Africa’s “frontier” 
economies combined, says Daniel Salter, 
of Renaissance Capital, a stockbrokers. 

The progress in providing economic sta- 
bility is encouraging. But Pakistan needs 
sustained growth of 5-7% a year if it is mark- 
edly to cut poverty-at the last count, near- 
ly a quarter of Pakistanis were below the 
poverty line. There are doubts to whether 
Mr Sharif has the strength and authority to 
implement deeper reforms. Despite a bet- 
ter electricity industry, power shortages re- 
main a bugbear. Big firms in textiles, which ►► 
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Australia and Indonesia 

Chill factor 

SYDNEY 

Drug executions strain relations 

T WO days before he was to die, An- 
drew Chan married his fiancee in his 
island prison on Nusa Kambangan. 
Myuran Sukumaran, his fellow Austra- 
lian on death row, spent his last days 
painting self-portraits and an Indonesian 
flag dripping with blood. On April 29th 
the two men were executed by firing 
squad, along with four Nigerians, a Bra- 
zilian and an Indonesian. A Filipina, who 
was also due to be executed, won a last- 
minute temporary reprieve. All had been 
convicted on drugs charges. 

Australia swiftly withdrew its ambas- 
sador from Jakarta, Indonesia’s capital. 
Tony Abbott, the prime minister, de- 
scribed this as “very unusual, indeed 
unprecedented”. His Liberal-National 
coalition government has suspended 
ministerial contacts. Mr Abbott called it a 
“dark moment”. It has pushed the rela- 
tionship with Australia’s closest northern 
neighbour into yet another trough. 

Mr Chan and Mr Sukumaran were the 
alleged ringleaders of the so-called Bali 
Nine, arrested in Bali in 2005 and later 
convicted of trying to smuggle heroin 
into Australia. The two men’s prison 
stories struck a chord with Australians: 
while Mr Sukumaran painted, Mr Chan 
was ordained a priest. Australia called on 
Indonesia to recognise their rehabilita- 
tion and their work with other prisoners 
as a reason to spare their lives. 

Julie Bishop, the foreign minister, calls 
for the abolition of the death penalty in 
the region (it was last used in Australia in 
1967). Australia has not always taken such 
an unequivocal stand. After a death 
sentence was imposed on a terrorist 
behind the Bali bombings of 2002, which 
killed 88 Australians, John Howard, the 
conservative prime minister at the time, 
said that if Indonesian law provided for 
the death penalty “that is how things 
should proceed”. 

Australia has much at stake in what 
Hugh White of the Australian National 
University calls a “very difficult relation- 
ship to manage”. Soon after Mr Abbott 



► account for over half of Pakistan’s exports, 
have long taken to generating their own 
electricity. 

Security is a less tractable problem. A 
textiles executive says that buyers need to 
look at and feel the products for them- 
selves before they buy. Yet the representa- 
tives of big European retailers are often too 
scared to come to Pakistan. Fear may fade 
over time. Optimists point to a sharp de- 



came to power in 2013, relations with 
Indonesia were rocked by revelations 
that Australia had tried to tap the phone 
of Susilo Bambang Yudhoyono, Joko 
Widodo’s predecessor as president. 
Indonesia is also angry over naval in- 
cursions into Indonesian waters in fulfil- 
ment of Mr Abbott’s campaign promise 
to turn asylum-seekers packed in boats 
back to Indonesia, their main embarka- 
tion point. 

Indonesia is Australia’s biggest aid 
recipient. In calling for clemency for Mr 
Chan and Mr Sukumaran, Mr Abbott 
asked Indonesia to remember the A$i 
billion ($74om) that Australia sent after 
the 2004 tsunami. An Indonesian 
spokesman called the remark a threat. 

Mr Abbott is now trying a tough but 
tempered approach. The relationship 
was “very important”, but it “cannot be 
simply business as usual”. Aaron Con- 
nelly, of the Lowy Institute in Sydney, 
argues that withdrawing the ambassador 
could prove counter-productive. As Mr 
Abbott spoke, the bodies of Mr Chan and 
Mr Sukumaran were handed over to 
their families. But the latest flounder in 
the relationship will last long after they 
have been put to rest. 




Joko Widodo did not help 



dine in recent years in the number of 
deaths from terrorist attacks-despite fre- 
quent grim headline news, such as a 
school massacre in Peshawar in December. 
Now the army is stepping up operations in 
regions bordering Afghanistan that har- 
bour the Pakistani Taliban and other mili- 
tants. “If we had more security,” says an- 
other businessman, “we could double or 
triple our orders”. ■ 



Indonesia's foreign policy 

A thousand jilted 
friends 

JAKARTA 

The new president charts a markedly 
different course 

W HEN Joko Widodo came to power 
last year, he promised to be decisive 
and to stand up for Indonesia. On April 
29th he seemed to fulfil both promises 
when Indonesia went ahead with the exe- 
cutions of eight convicted drug-smugglers, 
all but one of them foreign (see box). 

Their fates, which hung on the pen of 
the president, have strained Indonesia’s 
foreign relations. Australia has snapped, 
withdrawing its ambassador, for now (see 
box). The executions may throw light on 
how Jokowi, as he is known, intends to 
conduct his foreign policy. If so, he risks 
damage to Indonesia’s international 
standing. Only a few months ago, pundits 
said the chief risk under Jokowi was that 
handling foreign matters would hardly 
feature at all. 

In terms of its population (250m) and its 
economy ($870 billion), Indonesia is the 
giant of South-East Asia. But geographi- 
cally disparate, chronically underdevel- 
oped and wracked by political instability 
after the fall of Suharto in 1998, it has 
punched below its weight diplomatically. 
That began to change under Jokowi’s pre- 
decessor, Susilo Bambang Yudhoyono. In- 
donesia joined the G20, took an increas- 
ingly assertive role in climate-change talks 
and encouraged pluralism among devel- 
oping countries at the Bali Democracy Fo- 
rum. Indonesia assumed a larger role with- 
in the often dithering ten-country 
Association of South-East Asian Nations 
(asean). Other members welcomed it. 

Mr Yudhoyono pursued a foreign poli- 
cy of “a thousand friends and zero ene- 
mies”. By the end, it came to look less like 
an expression of universal goodwill than 
an excuse to avoid hard choices. Still, Indo- 
nesia began to play a role on the world 
stage that was more commensurate with 
its size. Mr Yudhoyono seemed a foreign- 
affairs heavyweight compared with Jo- 
kowi, a former mayor with no foreign-poli- 
cy experience. 

Yet even before the latest executions 
(Mr Yudhoyono introduced a moratorium 
on capital punishment), Jokowi had sig- 
nalled a break with the past. He aban- 
doned the “thousand friends” policy after 
returning from his first foreign trip as presi- 
dent. He said that he would favour those 
countries “who give the most benefit to the 
people. What’s the point of having many 
friends if we only get the disadvantages?” 
Closest to home, the approach entails a 
more hard-nosed view of asean. Rizal ►► 
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Jokowi the enforcer 



► Sukma, a Jokowi foreign-policy adviser 
and a one-time advocate of Indonesia 
playing a more assertive regional role, says 
that whereas Indonesia once called asean 
“the cornerstone of our foreign policy, now 
we change it to a cornerstone”. An ambas- 
sador in Jakarta says Jokowi would like 
ASEAN to be “a place where he can get 
business done”. He seems to have little pa- 
tience for its consensual, process-driven 
flummery. 

If that counts as a kind of assertiveness, 
then it is on display along with another as- 
pect of what is presented as Jokowi’s for- 
eign policy, his new “maritime doctrine”. 
Millions of Indonesians live off the sea, 
mainly from fishing, while much of the 
vast archipelago’s trade moves by sea. Jo- 
kowi wants to spread prosperity by mak- 
ing fisheries more productive, assert con- 
trol over Indonesia’s sovereign waters and 
build marine infrastructure to help bring 
Indonesia’s poor and far-flung eastern is- 
lands into Java’s relatively prosperous or- 
bit. But that entails a crackdown on illegal 
fishing by other countries’ vessels-as 
many as 5,000 a day, according to the presi- 
dent. Indonesia has few working patrol 
boats. Jokowi has promised to boost the 
naval and coastguard budgets as he dou- 
bles the share of gdp spent on defence (to 
1.5%) over the next five years. 

In the meantime, Jokowi has plumped 
for theatrical displays of deterrence. Since 
he took office in October the navy has 
blown up 30-odd foreign boats fishing ille- 
gally, most of them from Thailand or Viet- 
nam. ASEAN neighbours complain about 
Indonesian shin-kicking. Even an Indone- 
sian foreign-policy hand calls the boat- 
burning “the act of an insecure power” de- 
signed to appeal to a domestic audience. 

Yet the resolve fades when it comes to 
China. The Indonesian authorities have 
seized Chinese vessels, but they have not 
sunk them. Indonesia says it has no territo- 
rial disputes with China in the South Chi- 
na Sea, unlike Vietnam and the Philippines 



(see page 37). But Indonesia would prefer 
not to pick a fight, even as it hedges its bets 
by boosting defence ties with Japan, call- 
ing for a more visible American military 
presence and sending more soldiers to its 
Natunas islands (which China does not 
claim, but whose waters fall within the 
“nine-dash line” it has drawn around near- 
ly all of the South China Sea). 

Does this add up to a new foreign poli- 
cy of clear-eyed realism? Regrettably not. It 
is true that Jokowi cares deeply about a 
drugs scourge and the damage to national 
interests caused by illegal fishing. But his 
prescriptions of executions of drug-traffick- 
ers and blowing up fishing boats (except 
China’s) are more the outward manifesta- 
tions of a domestic nationalism than any- 
thing more considered. Such displays may 
have to grow less frequent. Having friends 
counts for something. ■ 



Extremism in Central Asia 

Enemies of the 
state 

OSH 

Recruits to the Islamic State trickle out 
from under Kyrgyzstan’s heavy hand 

S ITTING under an apricot tree in a village 
in Kyrgyzstan, a 28-year-old speaks with 
mixed pride and shame about his broth- 
er’s path from moderate Muslim to “mar- 
tyr”. He was jailed, like dozens of ethnic 
Uzbeks, after unrest in southern Kyrgyz- 
stan in 2010. The family paid a bribe of 
$10,000 to get him out. After continued ha- 
rassment by security forces and another 
jail term, he left for Syria, where he died 
fighting last May. His brother wonders if he 
should follow. He knows of six others in 
the village who have already left. 

There is plenty of disaffection in poor, 
nominally Muslim but largely secular Kyr- 



gyzstan. As in much of the former Soviet 
Union, the courts are a sham and jobs rely 
more on connections and kickbacks than 
merit. An unknown but considerable 
number of Central Asians have travelled to 
Syria and Iraq to wage jihad, most recently 
for the Islamic State (is). Authorities say 
that most of those from Kyrgyzstan are eth- 
nic Uzbeks, who officially account for 14% 
of the population. They suffered dispro- 
portionately in the 2010 pogroms, which 
left over 400 dead-both from the violence 
and from the show trials afterward. 

Central Asian leaders use claims of ex- 
tremism and instability engendered by Af- 
ghanistan to justify repression and re- 
quests for military aid, from both Russia 
and the West. This suits Russia, which 
wants to expand its military and political 
influence in a region that, economically, is 
drifting towards China. Hardly a week 
passes without a report that alleged ex- 
tremists have been arrested, sometimes for 
“plotting to join” is. Human Rights Watch, 
a monitoring group, says neighbouring Uz- 
bekistan has jailed ovem,ooo Muslims on 
vague charges related to their faith. 

In February Kyrgyzstan! police arrested 
Imam Rashot Kamalov, a popular ethnic 
Uzbek preacher, for talking of an is caliph- 
ate. The charges referred to a sermon he 
had given eight months earlier, and came 
just days after he publicly accused the se- 
cret police, the gknb, of using bogus char- 
ges of extremism to extort money from 
young Uzbeks, thus fuelling radicalism. 
The authorities say that he encouraged ji- 
had; a congregant says Mr Kamalov had de- 
nounced IS and urged his followers to stay 
home. 

On March 27th the gknb raided the of- 
fice of Mr Kamalov’s lawyer, Khusanbay 
Saliev, in Osh, Kyrgyzstan’s second city, as 
well as his home and that of a colleague. 
Mr Saliev says they seized files and com- 
puters, including his only recording of the 
sermon in question and records detailing 
three cases of alleged gknb abuse. (A 
spokesman for the agency confirmed that 
files were seized but refused to discuss 
their content.) His father and brother have 
been questioned. An American journalist 
who had called on his ngo, Bir Duino, was 
arrested, threatened with charges of ex- 
tremism and deported. 

Activists “exaggerate” when they com- 
plain of abuses, says a senior police officer 
in Osh, hinting that their aim is to please 
foreign donors. Many believe the security 
forces are behind a push in parliament to 
impose restrictions on ngos which, like 
Bir Duino, receive foreign funding. Similar 
rules in Russia are used to harass govern- 
ment critics and even shut them down. In 
Osh security goons tell local journalists: 
“You’re either with us or against us.” Self- 
censorship is rife. But silencing conversa- 
tions about terrorism is not the same as 
fighting it. ■ 
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Banyan | Shield and spear 



A row over missile defence tests South Korea’s friendships with America and China 




I N SOUTH KOREA economic forces and security policy seem to 
be in a tug-of-war: commercial ties with China are ever more 
important, yet the country relies for its defence on an alliance 
with the United States. So far, so like Japan. But unlike Japan, 
South Korea enj oys excellent relations with China, while it faces a 
serious military threat from a third party, its bellicose and now 
nuclear-armed neighbour. North Korea. The tension in South Ko- 
rea between reliance on China’s economy and America’s armed 
forces can be acute. As the Korea Times, an English-language 
newspaper, put it this week: “South Korea is walking a tightrope”. 

This week, too, Japan’s prime minister, Shinzo Abe, visited 
Washington, dc, agreeing with Barack Obama’s administration 
on a revision of guidelines covering the two countries’ defence 
co-operation, in effect strengthening the bilateral alliance. That is 
reassuring to Japan, given the risk that its territorial dispute with 
China might lead to a confrontation. But for South Korea, manag- 
ing the alliance with America, which has nearly 30,000 troops on 
its soil, is more delicate. Both America and China harbour suspi- 
cions about the other’s intentions. South Korea, close to both, at 
times finds itself at odds with one or the other. 

This year South Korea has already defied America as one of 
several allies that ignored advice to shun the new Asian Infra- 
structure Investment Bank (aiib) that China is setting up. But 
South Korea has also issued a rare rebuke to China. In March, after 
what a Chinese deputy foreign minister visiting South Korea 
called “a very candid and free dialogue” (ie, a blazing row), a 
spokesman for the South Korean defence ministry sniffily noted 
that although a “neighbouring country” might have its own opin- 
ions, “it should not try to influence our security policy.” 

At issue was America’s suggestion that it might deploy a new 
missile-defence system in South Korea, known as Terminal High 
Altitude Area Defence, or thaad. America says this is needed to 
protect South Korea from the threat of conventional or nuclear 
missile attacks from the North (presumably America hopes it 
would help defend Japan as well). China, however, claims that 
the deployment is directed against it. In October it said thaad 
would damage “peace and stability in the region” and it warned 
“relevant countries” that they should “not take their own security 
concerns as excuses for damaging others’ security interests.” 



South Korea has plenty of reasons not to anger China, which 
takes a quarter of its exports and is also its biggest source of im- 
ports. (In Eebruary China and South Korea reached agreement on 
a free-trade deal.) Helped by the apparent personal rapport be- 
tween the two presidents. Park Geun-hye and Xi Jinping, rela- 
tions between South Korea and China have blossomed. Both 
sides are united in their suspicion of Mr Abe, whom they accuse 
of trying to rewrite the history of Japanese militarism in the first 
half of the 20th century-and even of wishing to revive it. More- 
over, China’s traditional ties with North Korea increase its impor- 
tance as a partner for the South. No longer are China and North 
Korea “as close as lips and teeth”, and China has yet to receive the 
young dictator, Kim Jong Un, for a visit. But it remains the only 
country capable, in theory, of exerting any restraining influence 
on his erratic regime. 

Not that North Korea shows much evidence of restraint. Last 
year it conducted 19 missile tests involving at least m projectiles. 
Test firings into the sea have continued this year, including of two 
missiles in early April, just before America’s defence secretary, 
Ashton Carter, arrived in Seoul, the South’s capital. A senior 
American military officer has postulated that North Korea may 
now have the capacity to launch intercontinental missiles from a 
mobile launcher. In Eebruary in Beijing, a Chinese expert told a 
seminar with some American counterparts that North Korea 
may already have as many as 20 nuclear warheads, twice as 
many as had been thought. At a conference in Seoul this week or- 
ganised by the Asan Institute, a think-tank, a former Chinese dip- 
lomat once deeply involved in nuclear negotiations with North 
Korea, Yang Xiyu, said that even if ten was the more likely num- 
ber, a new North Korean nuclear test (the fourth) was a matter of 
“not whether, but when”. 

The debate in South Korea about how the country should de- 
fend itself is not resolved, however. Both South Korean and 
American officials say formal talks on thaad have not yet be- 
gun. Deployment, if it happens, is at least two years away. It will 
be controversial, needing a lot of land, and an exclusion zone be- 
cause of the dangers to health and the environment of the radar 
that the system uses. Some in South Korea advocate another sys- 
tem, developed indigenously. Nor is it clear who would pay for 
the expensive installations. 

THA ad’s not the way to do it 

So it is puzzling that China should have made such a public fuss 
about THAAD now. Experts dismiss its ostensible worries about 
its purpose: the intrusiveness of the radar, and the “interoperabil- 
ity” of the system-ie, the fear that it might be linked up with 
those already deployed in Japan and Guam, and that it might 
eventually even be rolled out in India, encircling China. In fact, 
say analysts, China knows thaad will have no impact on the ef- 
fectiveness of its missiles. Nor is it likely to provoke more than the 
usual hysterical reaction from North Korea. 

Some suspect that it is for symbolic reasons that China has de- 
cided to pick a fight-to show that in the emerging Asia which 
China expects to dominate, it wants a say in decisions that it reck- 
ons affect its own security. If so, it seems to have overplayed its 
hand, antagonising South Korea by bullying it-just as America 
blundered when it tried to stop its allies joining the aiib. The 
moral seems to be that China’s economic clout can win it com- 
mercial acquiescence, but that when it comes to arm-wrestling 
over matters of national security, America still has the muscle. ■ 
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The South China Sea 

Making waves 



Also in this section 
38 Repatriating corrupt officials 



BEIJING 

China tries to strengthen its hand in a dangerous dispute 



I N NOVEMBER, after months of frantic 
land reclamation in the South China Sea 
aimed at boosting its vast territorial claim 
there, China tried a subtler approach. It 
opened a think-tank in Arlington, Virgin- 
ia-an outpost of its National Institute for 
South China Sea Studies on Hainan, a trop- 
ical (and indisputably Chinese) island on 
the sea’s northern shore. One role for the 
new think-tank is to make an academic 
case for China’s vaguely backed assertion 
that most of the strategically vital waters 
are within its domain-despite rival claims 
by South-East Asian countries. 

On April i6th the Institute for China- 
America Studies, as the Virginia-based cen- 
tre is called, held a conference at a hotel in 
Washington. Its Chinese-government con- 
nections clearly had pull. Henry Kissinger, 
a former secretary of state whom Chinese 
leaders much revere, spoke in a pre-record- 
ed video about the importance of ties be- 
tween Beijing and Washington. Cui Tian- 
kai, China’s ambassador to America, 
attended in person. Mr Cui told partici- 
pants that his country would act with “re- 
straint” in the South China Sea, although 
he also said it would vigorously defend its 
interests there. 

China’s efforts to put a scholarly gloss 
on its claims (which, on its official maps, 
are represented by broken lines of striking 
crudity) are unlikely to convince many in 
America or in South-East Asia. China’s re- 
cent construction spree on more than half 
a dozen reefs has caused widespread 
alarm among the other claimants, which 
include Brunei, Malaysia and Vietnam, as 
well as the Philippines, an American ally. 
On April 28th leaders of the ten-member 



Association of South-East Asian Nations 
(asean) issued an unusually strong state- 
ment. They called the island-building ef- 
fort, much of it near the Philippines, a po- 
tential threat to “peace, security and 
stability”. In Washington, President Barack 
Obama, speaking during a visit by Shinzo 
Abe, Japan’s prime minister, expressed 
“concern” at the reclamation and accused 
the Chinese of “flexing their muscles”. In 
Beijing a foreign-ministry spokesman re- 
torted that China’s actions were “beyond 
reproach” and not targeted at anyone. 

None of the claimants is blameless: is- 
land-building has long been a common 
tactic in efforts to stake out claims (see 




TAIWAN 



/ 



ftAINAN 



\ 



Duncan 
Island - 



Woody 

Island 



China 



If 



> 



-E Fiery Cross 
Reef 



Paracel 
Islands 

Southwest 'dhThitu 
Cay Island 



S e 



^/.fllLIPPjSsiES 




Eldad Reef 





/ Spratly t 
Islands / j 
Mischief^ 

•— Reef 

W Hughes > 

,Reef f Reclamation work by: 
Johnson china Taiwan 

3^ Vietnam Malaysia 

'■^4 Philippines 
Airstrips 
Extent of 
China's claim 

Sources: amti.csis.org; 
janes.com; lawfarebLog.com 



n / 

South / 



map). But the pace and scale of China’s 
construction activities have been remark- 
able. This month ihs Jane’s, a consultancy, 
published satellite photographs showing 
China’s rapid building this year of installa- 
tions in the sea that could have military 
uses. These include an airstrip that could, 
when finished, reach a length of 3km (near- 
ly 2 miles) on Eiery Cross Reef (the pictures 
above show the reef today compared with 
its appearance in August). The reef is now 
three times bigger than the largest natural 
island in the Spratly archipelago. A few 
weeks ago satellite images published by 
IHS Jane’s and the Centre for Strategic and 
International Studies (csis), an American 
think-tank, showed similar activity on 
Mischief Reef, also in the Spratlys. 

China’s behaviour is also striking for its 
inconsistency with other recent trends in 
its foreign policy. These include an effort 
since late last year to mend fences with Ja- 
pan, with which it has a separate maritime 
dispute. And as part of an attempt to draw 
closer to India, with which it disagrees 
over long stretches of their land border, 
China will give India’s prime minister, Na- 
rendra Modi, a warm welcome in Beijing 
next month. In the South China Sea, Chi- 
nese authorities say they are just catching 
up with what others have been doing. But 
officials in South-East Asia complain that 
China’s construction activity breaks the 
spirit of an agreement that it reached in 
2002 with ASEAN to exercise “self-re- 
straint” in the area. Many analysts see it as 
part of efforts to give China more room to 
project its power in an area previously 
dominated by the Americans. 

China’s reclamation efforts conform to ►► 
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► a pattern of assertive behaviour in the 
South China Sea. In 2011 Chinese patrol 
boats harassed Vietnamese and Philippine 
oil-exploration vessels near the Spratlys. In 

2012 China occupied Scarborough Shoal 
after a stand-off with the Philippines, 
which also has a claim. Last year a Chinese 
state-owned company sent an offshore oil 
rig into waters claimed by Vietnam, lead- 
ing to violent anti-Chinese protests in Viet- 
namese cities. The rig withdrew months 
later. China has responded angrily to a 
case challenging the basis of its claims in 
the South China Sea which was filed in 

2013 by the Philippines at a UN-backed ar- 
bitration panel. It has refused to co-operate 
with the hearings; a defeat, which some 
Chinese experts acknowledge is likely, will 
make China even crosser. 

It appears prepared, however, to accept 
the consequences, including the risk that 
America’s so-called “pivot” to Asia (now 
referred to as a “rebalancing”)-which has 
often been seen by America’s friends in the 
region as something of a fiction-will be- 
come more of a reality. The Philippines and 
America last year agreed on an “en- 
hanced” defence co-operation pact (in re- 
cent days the two countries have been 
holding their biggest combined military ex- 
ercise in 15 years). During Mr Abe’s trip to 
Washington, America signed a new de- 
fence agreement with Japan that would al- 
low greater military co-operation between 
them. America has also been establishing 
closer military ties with its (and China’s) 
erstwhile enemy, Vietnam. 

The Chinese state-controlled media du- 
tifully respond with stridently worded 
screeds, which appear to enjoy the approv- 
al of China’s easily aroused online nation- 
alists. But the new think-tank in Virginia is 
part of an effort to make China’s case more 
persuasive abroad. In September the Col- 
laborative Innovation Centre of South Chi- 
na Sea Studies at Nanjing University in 
eastern China enrolled its first group of 
doctoral students. One of their intended 
roles, presumably, will be to scour archives 
for documents that might support China’s 
claim (which dates back to the 1940s, short- 
ly before the Communist Party seized pow- 
er). Shen Dingli of Fudan University in 
Shanghai, who attended the recent confer- 
ence in Washington, says the government 
is particularly keen to invest in research re- 
lated to the South China Sea. The purpose, 
he says, is to enable Chinese to “tell our 
story effectively so that people cannot 
only hear us, but hear us rightly”. 

That will not be easy. One challenge 
Chinese academics face is the secretive be- 
haviour of the country’s armed forces 
(even civilian leaders do not always ap- 
pear entirely aware of what they are up to). 
It is only thanks to foreign satellites that the 
recent reclamation work in the South Chi- 
na Sea has come to light. Hong Nong, who 
heads the new institute in Virginia, admits 



that she was “surprised” by the recent pho- 
tographs showing rapid construction on 
the Spratly reefs (she first saw the images 
on the website of csis). Ms Hong goes so 
far as to say that she understands the con- 
cerns of China’s neighbours, and that Chi- 
na should reassure them by talking more 
and making itself more “transparent”. 

There is a broader message that China is 
trying to convey, beyond simply (as it sees 
it) the correctness of its claim. Carlyle 
Thayer of the University of New South 
Wales says China’s strategy is, through soft 
power and other means, to persuade its 
neighbours “gradually” to accept the idea 
of a dominant role for China in the East 
Asian order. Mr Shen essentially admits 
this. The goal, he says, is that “everybody 
may win, but China wins more.” ■ 



Corruption 

Not so far away 



BEIJING 

Anti-corruption officials try to extend 
their reach abroad 

i 4 *^HE mountains are high; the emperor 

X is far away,” goes a Chinese saying 
that has always given comfort to bureau- 
crats who play fast and loose with the law 
in remote parts of the country. But often, 
these days, distance is not enough. Those 
who hanker after the added protection of a 
foreign jurisdiction are often called “naked 
officials”. The term describes people who 
have moved families and assets abroad in 
readiness for escape themselves. Now, 
however, anti-graft officers are trying to ex- 
tend their reach beyond China’s borders. 

Since late last year, as part of the most 
intense and sustained anti-corruption 
drive in the history of Communist-ruled 
China, officials have been stepping up ef- 
forts to persuade foreign countries to send 
back those who have fled with their ill-got- 
ten gains. On April 22nd they released a 
wanted list, together with mugshots, of 100 



such people, as part of a new operation 
called Sky Net. The list was compiled by a 
Communist Party body, the Central Com- 
mission for Discipline Inspection (ccdi), 
whose agents often hold suspects in secret 
detention and torture them. “We will ap- 
prehend them no matter where they flee 
to,” Fu Kui, a member of the ccdi, told 
state media. The operation involves other 
agencies such as the police, the central 
bank and the foreign ministry. 

Among the wanted fugitives, for whom 
Interpol has issued arrest warrants, 48 
were the most senior officials in their 
workplaces. One was the deputy head of a 
provincial construction bureau accused of 
fleeing to America with 250m yuan ($4om) 
in embezzled funds. Another was a coun- 
ty-level finance official who allegedly took 
94m yuan to Singapore. 

Officials say that Sky Net is a new phase 
of Operation Fox Hunt, a campaign 
launched by the police last year to secure 
the repatriation of criminals (not just the 
corrupt). Officials say the exercise has been 
a success, having secured the repatriation 
of 680 fugitives from 69 countries. On 
April 27th the state prosecutor’s office said 
a further 61 people suspected of “derelic- 
tion of duty” had been arrested after 
spending time on the run abroad. Many 
had turned themselves in. 

But anti-corruption officials have a big 
problem: the 39 countries with which Chi- 
na has extradition treaties do not include 
America, Australia or Canada, which are 
among the favoured destinations of cor- 
rupt fugitives. China has been pressing 
these countries for more co-operation. 
After a visit to Beijing in April by Jeh John- 
son, America’s secretary for homeland se- 
curity, state media said America “actively” 
supported China’s efforts. The Americans 
say they have agreed to a more “stream- 
lined” procedure for handing back Chinese 
nationals whom they decide to repatriate. 
But they insist that such cases be handled 
according to American law and “values”. 

China says it has sent 61 agents abroad 
(it has not said where) to “persuade” ac- 
cused fugitives to return and face justice. It 
has also been trying a new tactic: scaring 
them with horror stories. State media last 
month reported one fugitive in America 
who dared not even see a doctor, so wor- 
ried was he that his identity might be- 
i come known. He returned home of his 
\ own will, a broken man. ■ 
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Israeli politics 

Netanyahu v the Supreme Court 



JERUSALEM 

The prime minister takes on the judiciary 

I SRAEL’S Supreme Court has long been a 
solid pillar of the Jewish state’s democra- 
cy, holding to account governments of all 
political stripes. But as the prime minister, 
Binyamin Netanyahu, puts the finishing 
touches to his fourth coalition after an elec- 
tion in March, he is preparing for an un- 
precedented fight to muzzle the court. The 
outcome of the contest-between politi- 
cians and judges, and between nationalist 
and universal values-could tear his gov- 
ernment apart, and determine the future 
character of Israeli politics. 

A new coalition is likely to be agreed on 
in the next few days. Five of its six parties 
are committed to vote for new legislation 
that would fulfil the long-held aspiration 
of right-wing and religious parties to limit 
the Supreme Court’s power to strike down 
laws passed by the Knesset. 

Mr Netanyahu favours an “override 
clause”, under which the court could over- 
turn laws only if eight or more judges vote 
to do so (currently a simple majority of the 
bench, for big cases usually n judges from a 
total of 15, is needed). Even then the Knes- 
set would be able to push the law through 
with another vote. He also plans to expand 
the judicial appointments committee, 
which chooses all of Israel’s judges. By 
adding a minister and an additional Knes- 
set member to the existing nine-strong 
committee, politicians would gain the up- 
per hand; the legal profession currently 
has a majority, with three Supreme Court 



justices and two members of the bar asso- 
ciation. The change could open the way for 
the government to pack the court. 

Just how interventionist the Israeli Su- 
preme Court has been is open to debate. 
Some civil-rights groups think it is too tim- 
id, especially on security-related issues. In 
a landmark decision in 1992, the court op- 
posed the mass expulsion of 415 Hamas 
members to Lebanon; but after a 14-hour 
pause it allowed the government to pro- 
ceed. Two weeks ago, in another decision 
that angered the left, the court upheld a 
law that allows cases to be brought against 
Israelis who call for any form of boycott 
against Israel and its settlements in the 
West Bank. The court, however, struck 
down a clause allowing compensation to 
be awarded without proof of damage. 

But such rulings in favour of the govern- 
ment and security forces have not en- 
deared the court to the right. Likud and its 
allies were incensed by two rulings in re- 
cent years that struck down laws allowing 
the authorities to hold African migrants in 
long-term detention without trial. The ul- 
tra-Orthodox parties see the court as a sec- 
ular enemy, because of its rulings on issues 
of state and religion-including a judgment 
that yeshiva students should not be ex- 
empt from serving in the army. 

The biggest obstacle before Mr Netan- 
yahu is the second-largest partner in his 
proposed coalition, the centrist Kulanu 
Party, which opposes his changes. Without 



Kulanu’s ten members, the prime minister 
has only 57 votes, four short of a majority. 
In discussions this week Mr Netanyahu 
made it clear that he was resolved to pur- 
sue his campaign. One option is to keep up 
the pressure on Kulanu’s leader, Moshe 
Kahlon, the intended finance minister, to 
accept judicial changes in return for greater 
freedom to reform the economy. 

Ironically, Likud was historically the 
party of both Jewish nationalism and deep 
respect for the judiciary. Its first leader, Me- 
nachem Begin, was admiringly (though 
mistakenly) quoted by followers as accept- 
ing an unfavourable ruling with the words 
“there are judges in Jerusalem!” 

Today Likud is run by a leader who has 
sworn to break the power of the “old 
elites” and whose colleagues see the Su- 
preme Court judges as remnants of a privi- 
leged left-wing establishment which disre- 
gards Jewish values in favour of secular 
and universal principles. The struggle to 
limit the powers of the Supreme Court is 
part of a broader contest over the nature of 
Israel-pitting religious and nationalist ac- 
tivists against advocates of a more liberal 
and secular-minded country. 

There are a few survivors of the old Li- 
kud spirit. One is Mr Netanyahu’s rival. 
President Reuven Rivlin. On April 29th Mr 
Rivlin made a rare political intervention by 
criticising the new proposals, saying “we 
have to ensure a strong democracy.” The 
Supreme Court’s president, Miriam Naor, 
also departed from protocol, declaring that 
“the court is the last barrier preventing 
harm to human dignity and other basic 
rights. It is one of the reasons Israel is seen 
as a member of the family of democratic 
nations.” What she might have added is 
that, with Israel facing potential indict- 
ments for war crimes at the International 
Criminal Court, it can ill afford to tarnish 
the image of its Supreme Court. ■ 
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Israel and Syria 

Hizbullah in the 
crosshairs 

JERUSALEM 

The Israeli army raises the stakes in the 
fight against its arch-foe 

I T WILL seem paradoxical, but for all the 
tumult around it, Israel has rarely 
seemed more secure. Egypt, after the coun- 
ter-revolution of Abdel-Fattah al-Sisi, is a 
close friend that shares Israel’s loathing of 
the Islamist Hamas movement in Gaza. 
Saudi Arabia is an undeclared ally against 
Iran. Iraq is debilitated by civil war. Syria 
has imploded, and has given up enough of 
its chemical weapons for Israel to halt dis- 
tribution of gas masks. The jihadists who 
have filled the vacuum are too busy fight- 
ing Arab foes to worry much about the Zi- 
onist enemy. 

That leaves two worries. One is Iran. Is- 
rael is convinced that the Islamic republic 
is seeking to build nuclear weapons under 
the guise of a nuclear-power project. Israel 
has denounced America’s talks with Iran 
as a “bad deal”. But if a nuclear accord is 
signed, the threat of an Iranian bomb 
should be delayed by a decade or more. 
The second, more immediate, concern is 
Iran’s Lebanese client, Hizbullah. 

Israeli intelligence reckons the Shia mi- 
litia-cum-party is armed with around 

100,000 missiles of various ranges. Israel is 
anxious to stop it acquiring more accurate 
missiles which, as well as sowing fear in Is- 
raeli towns, can target specific strategic in- 
stallations and might be armed with chem- 
icals. “They are closing the qualitative gap,” 
said the outgoing head of the home front 
command, Major-General Eyal Eizenberg, 
warning darkly that, in any future confron- 
tation, Hizbullah would launch “between 

1,000 and 1,500 rockets daily.” 

Hizbullah has long cast itself as the 
leading force of resistance against Israel, 
but it is now fighting fellow Arabs in Syria 
and Iraq. Once a proxy of Syria, it has be- 
come the main guarantor of President 
Bashar Assad’s regime. This means that Is- 
rael’s northern border with Syria on the 
Golan Heights, which used to be the quiet- 
est, has become unstable. Israeli generals 
give warning of Hizbullah “opening a sec- 
ond front against Israel on the Golan”. 

In January an Israeli drone strike hit a 
convoy near the border, killing the com- 
mander of Hizbullah operations on the 
Golan and a general from Iran’s Revolu- 
tionary Guards, among others. Hizbullah 
retaliated with a missile attack on an Israeli 
patrol, killing two soldiers. 

Now tension is rising again, after a se- 
ries of incidents near the border. On April 
24th a Syrian army missile base in the Qa- 
lamoun mountains near the Lebanese bor- 





We're watching you 



der was hit by an air strike. Two days later 
Moshe Yaalon, the defence minister, all but 
acknowledged that Israel had carried out 
the attack. “They are aware of the red lines 
Israel has set and has no intention of com- 
promising on,” said Mr Yaalon. “We will 
not allow high-grade weapons to be trans- 
ferred to the terror organisations, chief 
among them Hizbullah.” 

That evening brought two more inci- 
dents. Aircraft attacked and killed four 
men who were laying explosive devices 
along the Israeli side of the Golan border; a 
second attack took place at another Syrian 
base on Oalamoun. Uncharacteristically, 
Israel took responsibility for the first strike, 
although “Israeli sources” denied involve- 
ment in the second, suggesting it was the 
work of local rebels. 

Through all this murk, Israel may be 
sending a signal: it is ready to strike Hizbul- 
lah, either because its presence on the Go- 
lan is becoming a greater threat or because 
Israel thinks Hizbullah is too stretched by 
its operations in Syria and Iraq to risk an- 
other big conflict with it. Although the Is- 
raeli government has little desire for a 
wide-scale military campaign so soon 
after the Gaza conflict of last summer, it ap- 
pears more willing to risk one. 

Many in the army think a showdown 
with Hizbullah is inevitable. Right now, the 
militia is embroiled in other wars and is 
suffering many casualties; it may have lost 

1,000 fighters, some Lebanese sources reck- 
on. In a few years’ time, Hizbullah’s battle- 
hardened fighters could be back home. In 
the meantime, Israel may be seeking shor- 
ter-term gains. If trouble on the Golan 
serves to present Hizbullah’s actions in 
Syria (and by extension Iran’s behaviour) 
as destabilising, it could strengthen Israel’s 
campaign to portray any nuclear deal with 
Iran as a menace to the region. ■ 



Repression in Egypt 

Worse than 
Mubarak 

CAIRO 

Abdel-Fattah al-Sisi has restored order 
in Egypt, but at great cost 

I T IS hard to gauge the popularity of Abd- 
el-Fattah al-Sisi, but most Egyptians seem 
to approve of their president. The turbu- 
lence of recent years, starting with the 
overthrow of Hosni Mubarak in 20U and 
through the chaotic presidency of Muham- 
mad Morsi, who was himself toppled in 
2013, has left many longing for order and 
stability. Mr Sisi, a former general, has pro- 
vided both. The sense of relief is captured 
in a catchphrase of pro-government types: 
“At least we are not Iraq or Syria.” 

But at what price? As Mr Sisi has kept 
Egypt from descending into mayhem, he 
has unremittingly repressed critics. Several 
thousand dissidents, both secular and Is- 
lamist, have been jailed; at least a thou- 
sand were killed. “We don’t have the luxu- 
ry to fight and feud,” says the president. But 
his authoritarian habits leave Egypt look- 
ing a lot as it did before the Arab spring, 
when Mr Mubarak, another military man, 
ruled with an iron first. The repression is 
even worse now, say many. 

The Muslim Brotherhood of Mr Morsi 
has borne the brunt of the crackdown. Mr 
Sisi, the power behind the coup, has 
stripped the Islamist group of power and 
crushed it, labelling it a terrorist organisa- 
tion. Hundreds of its supporters have been 
killed by state-security forces during prot- 
ests. The politicised judiciary has handed 
down death sentences (many since com- 
muted) to hundreds more. Mr Morsi got off 
relatively lightly on April 21st when he re- 
ceived a 20-year sentence for, ironically, in- 
citing the killing of demonstrators in 2012. 
But he still faces two more capital charges. 

Bemoaning the dismal political climate, 
several opposition parties decided to boy- 
cott parliamentary elections that had been 
scheduled for March. These would have 
been held in an “environment full of op- 
pression, hatred and vendetta”, said the 
Building and Development Party, which is 
Islamist. The liberal Constitution Party crit- 
icised the government’s “grave human- 
rights violations”. The vote was postponed 
after the law governing it was found to be 
unconstitutional. Critics say that it was de- 
signed to create a parliament in thrall to the 
president, who continues to rule un- 
checked. But few think the new law, ex- 
pected by the end of the year, will be fairer. 

Mr Sisi has urged all parties to form 
“one inclusive coalition” that he could 
back-and, presumably, would back him. 
This is a favourite tactic. The president of- 
ten appeals for unity. Last year he asked ►► 
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► the press to “be gentle with the Egyptian 
people” and “take care of what you’re say- 
ing.” But in portraying himself as Egypt’s 
protector, he has turned his critics into ene- 
mies of the state. And his government’s 
less public appeals for solidarity sound 
rather more like demands. 

During Mr Sisi’s run for the presidency 
in 2014, his aides allegedly instructed tele- 
vision presenters on how to promote his 
candidacy, according to leaked audio re- 
cordings. (Mr Sisi was to be portrayed as a 
modest man.) Pro-Brotherhood media out- 
lets have been closed down. Most of the 
private media, controlled by a small elite, 
have refrained from criticising the govern- 
ment, while parroting its views. Noting the 
self-censorship, Kholoud Saber of the As- 
sociation for Ereedom of Thought and Ex- 
pression says “the general atmosphere of 
the media is the worst ever now.” 

That said, some outlets have grown 
more assertive, and they have also come 
under the cosh. Several papers, both priv- 
ate- and state-owned, have recently criti- 
cised abuses by the police and the interior 
ministry. The ministry has responded with 
arrests and intimidation. Eoreign reporters 
have been targeted, too. Three journalists 
for Al Jazeera, the Qatari satellite television 
network that is sympathetic to the Brother- 
hood, spent 400 days in jail for allegedly 
harming national security. Their trial was a 
sham, say human-rights groups. 

Civil society has fared no better. Under 
Mr Mubarak ngos were tolerated, so long 
as they trod lightly; under Mr Morsi they 
were largely ignored. But under Mr Sisi 
“there is no hope,” says Muhammad Zaree 
of the Cairo Institute for Human Rights 
Studies. His group has moved most of its 
staff to Tunisia after receiving threats. Oth- 
er groups, such as Human Rights Watch 
and the Carter Centre, both based in Amer- 



ica, have left. 

Those that remain have been obliged to 
register with the aptly named ministry of 
social solidarity under an old but rarely en- 
forced law that gives the government 
broad authority over their activities and 
funding. Vaguely worded bans on protests 
and terrorist groups have been used to ha- 
rass NGOS and imprison staff. A terrorism 
law decreed in December could ensnare 
more activists: those who seek to “harm 
the national interest”, “compromise na- 
tional unity” or “breach security or public 
peace” face life in prison if they are fi- 
nanced by foreigners. Most big civil-soci- 
ety groups in Egypt get money from abroad 
because it is hard to raise at home. 

The government has aroused ordinary 
people’s fear of foreign meddling-suppos- 
edly by America, Europe and Israel-to ral- 
ly Egyptians behind its crackdown, even as 
it asks many of the same foreigners to in- 
vest in Egypt’s economy. In fact, activists 
complain of a lack of pressure on Mr Sisi 
from abroad. Many foreign governments 
see him as a bulwark against Islamic ex- 
tremism in the region. America, which 
could influence the government by with- 
holding military aid, is still sending arms. 

Mr Sisi thinks he is misunderstood. 
Wooing foreign investors at an economic 
conference in March, he emphasised the 
stability that his rule has brought. Security 
and prosperity, he argues, are necessary 
precursors to greater liberty. But often he 
appears more interested in enhancing his 
own power, and his actions may be self- 
defeating. Egyptians now have few outlets 
for their grievances. Eaced with such op- 
pression in the past, some have found oth- 
er, often violent, ways to express their 
opinions. Bombings by radical groups are 
becoming more frequent-giving Mr Sisi 
even more reasons to tighten his grip. ■ 



The Saudi succession 

Palace intrigues 



RIYADH 

King Salman’s royal reshuffle brings in 
young faces and bolsters his line 

S AUDI ARABIA woke on April 29th to a 
political upheaval in the royal family, 
one of the world’s most opaque. At 4am 
the state media announced that King Sal- 
man had appointed a new heir to the 
throne, and the successor to that heir. Mu- 
hammad bin Nayef, the interior minister 
and second-in-line to the throne, was ele- 
vated to crown prince. He replaces Muqrin, 
the king’s half-brother and the youngest 
living son of Abdel Aziz al-Saud, who 
founded the modern kingdom in 1932. The 
new deputy crown prince is the 30-some- 
thing son of the king, Muhammad. 

Muhammad bin Nayef’s elevation 
means the crown will pass to the next gen- 
eration on the king’s death, ending a 60- 
year tradition of rule passing between 
brothers. Many Saudis will welcome this, 
since the ruling generation is ever more re- 
mote from its youthful population. King 
Salman is 79, while almost 70% of his 29m 
citizens are under 30. The ousted crown 
prince is 69. The new one is 55. 

But the moves also reek of dynastic in- 
trigue. They shore up Salman’s branch of 
the royal family-the Sudairis, the seven 
sons and their descendants of one of Abd- 
el Aziz’s many wives-at the expense of the 
rest. Since Salman came to the throne in 
January he has relentlessly promoted his 
favourite child, Muhammad, despite his 
lack of experience. He appointed him head 
of his royal court, defence minister and 
head of a powerful new body overseeing 
the economy. He has been the face of the 
war in Yemen, while Muqrin, although a 
former air force pilot, has barely appeared 
in the media. 

Muhammad bin Nayef is popular 
thanks to his record on security. He 
crushed the local al-Oaeda affiliate that 
carried out a bombing campaign in Riyadh 
between 2005 and 2007 (surviving mem- 
bers fled over the border to Yemen, where 
they are profiting from the chaos of war). 
Only a day before the reshuffle Saudi Ara- 
bia announced the arrest of 93 militants for 
ties to Islamic State, including two whom it 
alleges were planning to bomb the Ameri- 
can embassy in Riyadh, the Saudi capital. 

Among the other changes announced 
in the small hours, Saud al-Eaisal, who has 
been foreign minister for 40 years, was re- 
placed by Adel al-Jubeir, a non-royal who 
until this week was ambassador to Ameri- 
ca. Sudairi or not, the House of Saud needs 
to make sure that it, not Iran, remains the 
Americans’ main ally in the region. ■ 
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South Africa's kings 

More trouble than they’re worth? 

JOHANNESBURG 

Traditional rulers can cause much embarrassment 



Burundi's president v term limits 

Apres moi, moi 



More Africans are resisting presidential 
efforts to flout constitutional term limits 

P IERRE NKURUNZIZA is the latest in a 
string of African presidents to risk a con- 
flagration by refusing to step down when 
the constitution says their time in office is 
up. His announcement on April 25th that 
he would seek a third term in an election 
due at the end of June sparked riots in Bu- 
jumbura, the capital. So far at least six peo- 
ple have been killed and 25,000 are said to 
have fled across the border. 

The UN, the African Union and West- 
ern governments have urged Mr Nkurun- 
ziza to think again before things spin out of 
control. As the constitutional court pre- 
pares to hear the case, the president’s loyal- 
ists are arguing that his first term in office, 
starting in 2005, does not count, as he was 
elected to his first stint by parliament rath- 
er than directly by the people, as the consti- 
tution requires. So he is entitled to sup- 
press what they call an insurrection. 

Burundi is at the best of times highly 
flammable. Since independence in 1962 it 
has been plagued by coups, massacres and 
the killing of several presidents, against a 
backdrop of ethnic strife between the 
country’s Tutsis, who make up a tenth of 
the lom-plus population, and the Hutus, 
who comprise most of the rest. Mr Nku- 
runziza, a Hutu, came to the fore as a rebel 
leader in the 1990s after many thousands 
of Burundians, including his father and 
most of his siblings, had been murdered. A 
fragile peace has more or less held since 
2000, initially thanks to the mediation of 
South Africa. 

Mr Nkurunziza’s fate will be watched 
warily across Africa, for the issue of presi- 
dential term limits is increasingly fraught. 
Since the early 1990s, when a breeze of de- 
mocracy swept across the continent, at 
least 34 of Africa’s 54 countries (55 since 
South Sudan was recognised in 2011) have 
put term limits on their presidents, usually 
giving them a maximum of two five-year 
spells, as in Burundi. 

Most have stuck to the rules. A hand- 
ful-Zambia’s Erederick Chiluba in 2002, 
Malawi’s Bakili Muluzi in 2004 and Nige- 
ria’s Olusegun Obasanjo in 2007-stepped 
down only after trying in vain to wangle 
extensions. Last year mass protests pre- 
vented Burkina Easo’s Blaise Compaore 
from hanging on, and he was forced to flee. 

Other backsliders have had more suc- 
cess. At least half a dozen presidents have 
cajoled their legislatures, by foul means or 
fair, into ditching the limits. Uganda’s Yow- 
eri Museveni, once confined to ten more 



I N ZULU the king is modestly known as 
“the mouth that tells no lies.” When 
King Goodwill Zwelithini, the Zulu tradi- 
tional head, made anti-foreigner remarks 
recently that whipped up attacks on 
black migrants. South African political 
leaders were loth to rebuke him (he 
claimed his words had been mistranslat- 
ed). The response was similar when King 
Goodwill called homosexual relation- 
ships “rotten” a few years back. Then, as 
now, some South Africans wondered 
why King Goodwill continues to be 
bankrolled by taxpayers given his pro- 
nouncements that clash with the coun- 
try’s progressive constitution. 

King Goodwill is just one of ten tradi- 
tional kings, and one queen, each receiv- 
ing a yearly public stipend of about 
$110,000. Some 8,000 other traditional 
leaders, including chiefs and headmen, 
get smaller amounts. But King Goodwill, 
unlike the others, will also receive $4.8m 
this year for the upkeep of his household: 
seven palaces, six wives and at least 28 
children. He has been criticised for reck- 
less spending. In April, his household 
bought seven Mercedes-Benz sedans-six 
for his wives, plus a backup vehicle. 

Do unelected traditional rulers have a 
place in modern, democratic South Afri- 
ca? In rural areas, far from the courts, 
chiefs and headmen play a practical role 
in mediating disputes. But customary law 
often stands at odds with South Africa’s 
Bill of Rights, which protects women and 
minorities, among others. The Tradition- 
al Courts Bill, proposed in 2012, would 
have handed greater judicial powers to 
male leaders. In some cases, women 
would have had to rely on male relatives 
to speak for them. It was sharply criti- 



years in office by the constitution of 1995, 
has now served 29 years in all. Paul Biya, 
another rule-changer, has presided over 
Cameroon since 1982. This month Togo’s 
Eaure Gnassingbe was re-elected to a third 
term, extending his family’s unbroken ten- 
ure to 48 years. 

Others suspected of wanting to stretch 
their terms in defiance of the constitution 
include Joseph Kabila in the Democratic 
Republic of Congo, who should retire next 
year, and Denis Sassou-Nguesso, across 
the river in Congo-Brazzaville, who has 
ruled for most of the past 31 years. Linda 
Thomas-Greenfield, the top American offi- 
cial for African affairs, has warned that 
term limits are “under threat”. 

Some leaders seek cannily to retain a 



cised and withdrawn. 

Land rights are a pressing concern. 
Much of South Africa’s communally held 
rural land is also the richest in minerals. 
When traditional leaders strike deals 
with mining companies, the danger is 
that chiefs and their families will benefit 
most. Last year the Restitution of Land 
Rights Amendment Act made it easier to 
lodge land claims. President Jacob Zuma, 
a Zulu, has encouraged traditional lead- 
ers to file claims before the deadline in 
2019; King Goodwill is claiming rights to 
the entire province of KwaZulu-Natal. 

Much of South Africa’s traditional 
leadership was entrenched under apart- 
heid’s Bantustan system of black “home- 
lands”. Non-compliant chiefs were swift- 
ly dismissed. Under black-majority rule, 
traditional leaders-in particular King 
Goodwill-have become a valuable link 
between the ruling African National 
Congress and rural voters-despite the 
cost and political embarrassment. 




Zwelithini's Zulu style 



veneer of constitutional propriety even 
while flouting its spirit. Eriends of Paul Ka- 
game, Rwanda’s dynamic but authoritar- 
ian ruler, talk of a “Putin-Medvedev scenar- 
io” that would let him stay merrily in 
charge, perhaps as prime minister, when 
his supposedly final term as president 
ends in 2017. In Ethiopia the presidency is 
limited to two six-year terms, but Meles Ze- 
nawi ran the show for 17 years as prime 
minister, with no hint of cutting short his 
rule, until his death in 2012. And Zimba- 
bwe’s Robert Mugabe, who has held pow- 
er (as prime minister and president) since 
1980, signed a new constitution in 2013 that 
limits the head of state to two terms-but 
only from that date. So he hopes to retire as 
a sprightly 99-year-old. ■ 
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Russia's Victory Day celebration 

Great patriotic war, again 



Vladimir Putin twists the memory of the Soviet Union’s victory over Nazism to 
justify his struggle against the West 



O N MAY 9th 150 Russian military air- 
craft will streak across the Moscow 
sky, 16,000 troops will march through Red 
Square and three intercontinental ballistic 
missiles will be put on display, all in cele- 
bration of the 70th anniversary of the Sovi- 
et Union’s victory over Nazi Germany 
Vladimir Putin, the national leader with a 
fast-developing personality cult, will claim 
Russia’s ownership of the most important 
Soviet holidays. He will talk about Russia’s 
continuing struggle against fascism (in Uk- 
raine) and attempts by its sponsor (Ameri- 
ca) to impose its dominance on the world. 

The leaders of America, France, Britain 
and Germany will not be there. Mr Putin 
may be flanked by China’s Xi Jinping, but 
few other notables. As Andrei Zorin, a Rus- 
sian cultural historian, says. Western lead- 
ers’ decision to abstain will be seen by Rus- 
sians as confirmation of their continued 
struggle against the West. 

The feelings of isolation and aggression 
stoked by the Kremlin in the build-up to 
Victory Day could hardly be more different 
from those that reigned in Moscow in the 
early hours of May 9th 1945, when thou- 
sands of people kissed and danced in the 
streets in a spontaneous outburst of joy 
and liberty, mixed with sorrow at the 
deaths of 27m compatriots. People waved 
American and British flags. Many went to 
the American embassy to embrace the al- 
lies. “Someone picked up an American 



sailor or soldier and lifted him in the air,” 
recalls Inna Solovyova, a Russian scholar 
who was 17 at the time. “It was a genuinely 
happy day. It was the victory of the people, 
of every one of us.” Fighting against fas- 
cism was a liberating experience for people 
who were terrorised by Stalin. The dictator 
himself, possessed by paranoia, was too 
scared to come out onto Red Square. In the 
evening a vast illuminated banner with his 
face appeared in the sky. 

Stalin did not let the Russians enjoy 
their victory for long. A new wave of re- 
pression began a year later. In 1948 Victory 
Day celebrations were cancelled altogeth- 
er. The feelings of freedom and compas- 
sion inspired by the victory were not to be 
encouraged. To avoid reminding people of 
the staggering losses, the limbless veterans 
who once dotted Moscow’s streets were 
shipped off to a former monastery on an is- 
land. Stalin feared victory celebrations 
would enhance the popularity of Soviet 
military commanders such as Marshal Ge- 
orgy Zhukov, who signed Germany’s sur- 
render along with the allies. 

Official celebrations resumed only in 
1965, a year after the fall of Nikita Khru- 
shchev. By that time, most military com- 
manders were too old to pose a challenge. 
Zhukov had been sidelined. The Soviet 
leaders who came to power as a result of 
the coup against Khrushchev used Victory 
Day to boost their legitimacy. It was the 
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only unifying Soviet holiday that caused 
no disagreements between the people and 
their leaders. While the memory of the 
war was used by the Kremlin to assert So- 
viet power, it also served as a common de- 
nominator between the Soviet and Ameri- 
can leaders who belonged to the war 
generation. 

Mr Putin has appropriated the iconog- 
raphy of Victory Day, along with other So- 
viet symbols, to assert the dominance of 
the Russian state and its place in the world. 
Western leaders used to oblige him, taking 
part in celebrations meant to mark the 
country’s resurgence after the Soviet col- 
lapse. A decade later, the memory of the 
second world war was cynically exploited 
by the Kremlin as a pretext for the annex- 
ation of Crimea and the war in Ukraine. 

During the second world war, Ukrai- 
nians ended up on both sides of the lines. 
Western Ukrainian nationalists who 
sought independence allied with Nazi Ger- 
many and fought against Ukrainians serv- 
ing in the Soviet army. For much of Uk- 
raine’s post-Soviet history these divides 
were dormant. But the failure of the Ukrai- 
nian government in the past quarter-cen- 
tury to build a nation-state has allowed the 
Kremlin to use history as a weapon. 

Russian state television described the 
modern pro-European Ukrainians who 
ousted their corrupt and authoritarian 
president Viktor Yanukovych as national- 
ists and Nazi collaborators, planning to an- 
nihilate Russians in Crimea. It planted fake 
stories about Ukrainians crucifying chil- 
dren, while showing a Russian soldier in 
Crimea holding a small child in his arms-a 
reference to the giant statue of the Soviet 
Liberator Soldier erected in Berlin in 1949. 

But after a year-long war against Rus- 
sian aggression, Ukraine is fighting for its 
own right to celebrate the Soviet victory ►► 
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► over fascism. A recent Ukrainian advert 
opens with a shot of a model Soviet plane 
in soft light. A phone rings. A boy at a mod- 
ern-day military base calls to speak to his 
grandfather, a Soviet Red Army veteran. 
“Happy Victory Day, grandpa,” says the 
boy, who then dons his combat helmet and 
dashes onto a foggy battlefield. “Glory to 
Ukraine,” the grandfather replies, referring 
to Ukraine’s current struggle. 

To reconcile Ukraine’s Soviet past with 
its European future, the president, Petro Po- 
roshenko, announced that this year the 
country will honour both the Western vic- 
tory celebration on May 8th and Soviet Vic- 
tory Day on May 9th. The traditional Rus- 
sian orange-and-black St George’s ribbon 
has been swapped for the British crimson 

Germany's war remembrance 



poppy. Alexei Navalny the Russian opposi- 
tion leader, says Mr Putin’s “project” has 
destroyed any hope of a larger Russian 
world built on common memories. Even 
Alexander Lukashenko, the dictatorial 
president of Belarus, decided to celebrate 
Victory Day separately. 

The display of Russia’s newest weap- 
ons is expected to be followed by a proces- 
sion of 100,000 people holding photo- 
graphs of those who died in the war. Yet 
the ideas propagated by the Kremlin seem 
eerily similar to the ones which Soviet sol- 
diers defeated 70 years ago. Vladimir Me- 
dinsky Russia’s minister of culture, recent- 
ly argued that Russia’s view of its own 
history does not have to be acceptable to 
“civilised humanity”. “Let me remind you: 



Guilt and reconciliation 



BERLIN 

As the anniversary approaches, Germany draws the right lessons 



G ERMANY’S way of remembering the 
70th anniversary of the second 
world war’s end is the opposite of Rus- 
sia’s grandstanding. Germans see the 
occasion as an exhortation to humility 
and moral honesty. They commemorate 
their own suffering, including mass rapes 
of German women by the Allies. But 
mainly they accept responsibility for the 
suffering that Germans inflicted on so 
many others. Marking the liberation of 
the Bergen-Belsen concentration camp in 
April, Joachim Gauck, the president, 
talked of his country’s “immeasurable 
guilt”. On May 3rd, Angela Merkel, the 
chancellor, will strike a similar tone on 
the anniversary of Dachau’s liberation. 

By chance the commemorations 
coincide with what may be the last big 
trial of a former Nazi. Oskar Groning, 




Asking for forgiven ess 



now 93, was a book-keeper of sorts in 
Auschwitz-Birkenau. His job was to count 
the money of the arriving inmates and 
transfer it to Berlin. He says he sometimes 
stood at the ramp where the trains dis- 
gorged the victims, but only to guard 
luggage. Mr Groning is now accused of 
being an accomplice in the murder of 
about 300,000 Jews who arrived on 
trains from Hungary. 

Unusually for such a case, Mr Groning 
admits his responsibility. “Eor me it is 
beyond question that I share the moral 
guilt,” he told a court in the northern 
German town of Liineburg, adding that 
the trial must decide whether that makes 
him guilty legally. “With humility and 
remorse,” he said, “I ask for forgiveness.” 
Just as unusually, one Auschwitz 
survivor, Eva Mozes Kor, who is one of 
the 65 co-plaintiffs, did offer her forgive- 
ness. She was ten when she was brought 
to Auschwitz, but survived because she 
had a twin sister and was kept alive for 
medical experiments by the infamous 
Josef Mengele. Impressed by Mr Gron- 
ing’s honesty, she approached him in 
court and embraced him. In a statement, 
49 of the other co-plaintiffs said that Ms 
Mozes Kor was speaking only for herself 
Germany will thus observe May 8th, 
the day it capitulated, in a solemn spirit. 
(Because the surrender took effect after 
midnight Moscow time, the Russians 
celebrate on May 9th.) In 1985 Richard 
von Weizsacker, then president, urged his 
compatriots to see it as the date not of 
their defeat but of their “liberation”. 
Today, says Mr Gauck, Germany “pledges 
to defend the dignity of human be- 
ings- we will put an end to injustice 
wherever we can.” 



this ‘civilised humanity’ is only civilised to 
the extent that the Soviet people and the 
Soviet soldier forced it to be in 1945. It is 
time to formulate our own perception of 
ourselves as the descendants of a great, un- 
ique Russian civilisation.” 

Eor all the uniqueness of Russian cul- 
ture, the celebration of Victory Day, just 
like the war in Ukraine, has been packaged 
into patriotically-themed consumer enter- 
tainment. “Celebrate the 70th Anniversary 
of Victory with Wargaming,” advertises a 
maker of computer games. “The World of 
Tanks game allows you to virtually operate 
armoured vehicles and better remember 
the heroic deed of our people in the Great 
Patriotic War.” 

Russia’s virtual wargames have real 
consequences. Alexei Levinson, a sociolo- 
gist, writes that “under this light moral an- 
aesthetic, the country is getting used to ac- 
tions which only a short while ago seemed 
unthinkable and impossible.” Opinion 
polls show that 90% of Russians are pre- 
pared to discuss the possibility of nuclear 
war. While 57% of older Russians say that 
such a war cannot have any winners, 40% 
of younger people are convinced that Rus- 
sia would defeat America and nato. As 
M r Levinson puts it, “A real war starts to 
look like a tv show or a computer game in 
which you have ten lives in reserve.” ■ 



Ukraine and Europe 

Commitment 

anxiety 

KIEV 

Brussels and Kiev both want more from 
their relationship than they are getting 

T he romance between Ukraine and the 
European Union is full of unmet expec- 
tations. Ukraine wants commitment from 
the Eu; the eu wants proof that Ukraine 
has really changed. When eu officials visit- 
ed Kiev on April 27th for a joint summit, 
they snubbed Ukraine’s requests for a 
peacekeeping force in the Donbas, for ad- 
ditional military aid and for visa-free tra- 
vel. Western financial assistance is trick- 
ling in, but Ukraine wants more. “Greece 
already received $300 billion, with no war, 
with no Russian tanks,” Arseniy Yatsen- 
yuk, the prime minister, said after the sum- 
mit. Ukraine, he complained, has received 
just one-tenth as much. 

The EU says help will come, but only 
after reforms. “You keep reforming, we 
keep supporting,” said the European Com- 
mission’s president, Jean-Claude Juncker. 
European leaders want to see Ukraine im- 
plement its new laws and decentralise go- 
vernance, as agreed in the Minsk peace 
plan. Some worry that failure to do this 
will invite Russia to relaunch the war. Al- ►► 
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► ready violence is ticking up near the rebel 
capital of Donetsk and the Ukrainian-held 
port of Mariupol. 

Petro Poroshenko, Ukraine’s president, 
takes umbrage at charges that reforms are 
lagging. Lawmakers recently passed legis- 
lation to break up gas monopolies, in- 
crease energy-sector competition, and un- 
bundle the state gas conglomerate 
Naftogaz, a fiscal black hole. Last month Mr 
Poroshenko picked a head for the newly 
created National Anti-Corruption Bureau. 

Yet the biggest test will be the struggle 
against Ukraine’s oligarchs. The latest bat- 
tle pits the state against the country’s rich- 
est man, Rinat Akhmetov. The government 
wants to end Mr Akhmetov’s coal and elec- 
tricity monopolies, and may let his hold- 
ing company, dtek, go bankrupt. Coal 
miners have taken to Kiev’s streets, bang- 
ing their helmets and calling for the energy 
minister to resign. Mustafa Nayyem, a re- 
formist legislator, published leaked docu- 
ments allegedly issued by dtek that set out 
plans to engineer protests, dtek said it “did 
not know the source of the documents”, 
but did not deny that they were genuine. 

Following the miners’ march, Mr Po- 
roshenko vowed that those who put pres- 
sure on the state “will get their knuckles 
rapped”. In a column in the Guardian, a 
British newspaper, Mr Poroshenko boast- 
ed of taking down Ihor Kolomoisky an oli- 
garch forced to resign as a regional gover- 
nor last month after he deployed armed 
guards to protect his oil-industry assets 
from government reforms. But Europe 
does not want de-oligarchisation to be- 
come a game of whack-a-mole led by Mr 
Poroshenko, who is himself an oligarch. It 
wants Ukraine systematically to transform 
the oligarchs’ empires into law-abiding big 
businesses. Until that happens, Ukraine 
may feel itself to be in a relationship with 
the Eu, one that could even lead towards 
membership-hut the eu will respond that 
things are complicated. ■ 



Corruption in Spain 

Inside jobs 



MADRID 

Research suggests that government 
cronyism may cripple Spain’s economy 

S paniards are used to former public of- 
ficials getting rich from doing business 
with the state. When news emerged of in- 
vestigations into a former official in Castile 
and Leon who had secured lucrative wind- 
farm licences from his ex-colleagues and a 
former official in Andalusia whose compa- 
nies netted regional contracts for state-sub- 
sidised worker-training courses, few were 
surprised. Corruption and cronyism (the 



Divorce in Italy 

Arrive derci, darling 

ROME 

Italy makes it easier to split up 

W HEN divorce was legalised in Italy 
in 1970, it followed a titanic parlia- 
mentary battle. Unwilling to accept 
defeat, conservative Catholics secured a 
referendum. Only after that vote finally 
went against them four years later was 
the issue settled. So it is a sign of changed 
times that, when Italian deputies voted to 
liberalise the divorce laws recently, they 
did so by a crushing maj ority (398 to 28) 
and amid little controversy. 

Avvenire, a newspaper owned by the 
Catholic church, predictably railed 
against the reform. Other critics termed it 
another blow to an institution fast losing 
its appeal in Italy. More and more young 
Italians opt for cohabitation and have 
children outside marriage. In 2012 the 
number of marriages peri,ooo inhabit- 
ants was the fifth-lowest in the European 
Union. Yet even observant Catholics 
were not united in opposition. Domenico 
Sigalini, archbishop of Palestrina, said 
that “if the breakdown tof a marriage] is 
clear and irrevocable, it’s unfair to waste 
time on long judicial battles.” 

Under the new law, couples can untie 
the knot after 12 months of separation if 
the divorce is contested, or six months if 
it is not. Previously a three-year sep- 
aration was needed. This is not particu- 
larly permissive: at least six other eu 
countries allow divorce without any 
separation period. Some critics felt the 
reform could have been more radical, but 
amending it might have endangered its 
passage through parliament. 

Italians may be reluctant to wed, but 
they have also been reluctant to split up. 



distribution of political favours to busi- 
nesses) explain much of the Spanish pub- 
lic’s growing disdain for the two parties 
that have run the country for the past 32 
years: the ruling Popular Party (pp) and the 
opposition Socialists (psoe). 

Distrust reached a nadir with the tem- 
porary arrest two weeks ago of Rodrigo 
Rato, a former pp finance minister who 
went on to run the imp in Washington. Po- 
lice searched Mr Rato’s office and home in 
an investigation into unexplained income. 
He was already under scrutiny over free- 
wheeling use of company credit cards dur- 
ing his chairmanship of Bankia, a bank 
that needed a €22 billion ($27 billion) res- 
cue under his stewardship. Mr Rato was 
seen as one of the architects of Spain’s eco- 
nomic miracle in the early 2000s. That mir- 
acle now seems a distant memory. Unem- 
ployment is running at 23%, and the imp 



The number of divorces peri,ooo has 
risen in recent years, but in 2012 it was 
still the second-lowest in the eu. The 
most-cited reasons are complexity and 
high legal costs, especially when a di- 
vorce is contested. That is now changing: 
last November, parliament approved 
“do-it-yourself” divorces that can be 
negotiated between the parties’ lawyers, 
making Italy one of relatively few coun- 
tries where divorces can be obtained 
without going to court. 

This was part of a package of mea- 
sures devised by Matteo Renzi’s left-right 
coalition government to speed up civil 
justice. Acceleration is urgently needed, 
and not just for estranged couples: more 
than 5m lawsuits of all sorts are waiting 
to be heard. In a country plagued by 
bureaucratic delays, a rise in the divorce 
rate may perversely be encouraging. 



Moving out without splitting 

In Italy, "Living alone" does not mean "divorced" 




Single-person households, 2013, % of total 
Source: Eurostat *0r Latest 



says it will take nine years, until 2017, to re- 
turn the economy to its pre-crisis size. 

Researchers are beginning to see links 
between Spain’s excessively cronyistic 
and corrupt public administration, and the 
defects that have made it so hard for the 
economy to recover. The problems may 
have started well before the crash. From 
1995 to 2007, while the Spanish economy 
was growing at 3.5% per year, productivity 
declined by 0.7% per year-even as overall 
EU productivity was growing at an average 
of 0.4% per year. 

Blame has traditionally been pinned on 
a housing bubble that fostered distorted 
growth in the construction industry. But a 
recent paper by a team headed by Manuel 
Garcia-Santana of the Universite Libre de 
Bruxelles finds that the productivity fall 
was spread more evenly across all sectors. 

It had little to do with skills, innovation or ►► 
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Friends in high places 

► debt. “We found that bad [less productive] 
companies grew faster than the good 
ones,” says one of the co-authors, Enrique 
Moral-Benito. Productivity falls were great- 
er when the government was heavily in- 
volved, through contracts, licences or regu- 
lations. Luis Garicano, the economics 
adviser of the liberal Ciudadanos party, 
says this points to an economy dependent 
on contacts, corruption and cronyism. 

Other explanations are possible as 
well. Banks may have been happier lend- 
ing to companies with public contracts, 
and some more productive businesses 
may have limited their growth to avoid los- 
ing fiscal, labour or social-security advan- 
tages enjoyed by smaller firms. Either way, 
those who successfully negotiated their 
way around the public administration- 
whether through luck, knowledge, cronies 
or backhanders-did best. 

Popular anger over cronyism helps to 
explain why the pp government and its 
prime minister, Mariano Rajoy seem likely 
to take a hammering in elections to region- 
al governments and municipalities on 
May 24th. Over the past year 500,000 jobs 
have been created and growth is forecast at 
2.9% this year, yet the pp has shed half its 
support. The Socialists are also low in the 
polls, while Ciudadanos and the left-wing 
Podemos party have risen. The elections 
are now a four-way race. A poor result on 
May 24th could even force Mr Rajoy to 
bring forward a general election due at the 
end of the year. 

The government is hunting for every bit 
of positive news. It trumpeted the latest 
economic-sentiment figures from the Euro- 
pean Commission, which put Spain ahead 
of the other big euro-zone economies. But 
if voters are less concerned about the latest 
figures than about the underlying rot of de- 
cades of kickbacks and insider dealing, 
that may not count for much. ■ 



Azerbaijan and the European games 

Aliyev’s party 



A dubious host of the first European 
games appals the human-rights lobby 

K HADIJA ISMAILOVA, an Azeri journal- 
ist investigating corruption among the 
country’s ruling elite, knew that she was 
swimming in deep waters. In 2012 Ms Is- 
mailova received a package containing 
stills from a secretly filmed sex tape of her, 
and a warning that unless she stopped dig- 
ging it would be published online. Ms Is- 
mailova ignored the threat, and the video 
was duly released. She kept on reporting 
anyway. In December, she was arrested on 
charges of inciting a fellow j ournalist, Tural 
Mustafayev, to attempt suicide. In Eebru- 
ary more charges were added, including 
tax evasion and abuse of power. Mean- 
while Mr Mustafayev withdrew his com- 
plaint, saying that it had been made under 
“emotional stress”. No trial date has yet 
been fixed. 

Ms Ismailova is not alone. Azerbaijan 
has convicted or imprisoned at least 33 oth- 
er activists, journalists and bloggers over 
the past year on politically motivated char- 
ges, according to Human Rights Watch 
(hrw), a New York-based advocacy group. 
Ill-treatment of prisoners is common. 
There is growing concern about Leyla Yu- 
nus, a leading human-rights activist, and 
her husband Arif, a historian. They have 
been in jail since last summer on charges 
of treason and tax evasion. Ms Yunus suf- 
fers from diabetes and liver trouble. Giorgi 
Gogia, a veteran hrw researcher, says that 
the situation “is going from bad to worse.” 
Mr Gogia tried to visit Azerbaijan in March 
to attend the trials of two activists. He was 
booted out without explanation. 

The timing of the crackdown is no coin- 
cidence. The oil-rich former Soviet repub- 
lic will be hosting the inaugural European 
games next month. These will bring to- 
gether 6,000 athletes from 50 different 
countries. Human-rights groups are de- 
manding that world leaders boycott the 
whole affair. Azerbaijan’s authoritarian 
president, Ilham Aliyev, apparently fears 
that his critics will seize the occasion to air 
their gripes. “He locks them up because he 
gets away with it,” says Arzu Geybul- 
layeva, a prominent Azeri blogger. She 
may be right. Azerbaijan has used its ener- 
gy riches to enlist powerful friends in Eu- 
rope and America. But the south Caucasus 
state offers more than oil. 

Wedged between Russia, Georgia, Ar- 
menia, Turkey, Iran and the Caspian Sea, 
Azerbaijan is a strategic prize. Determined- 
ly pro-secular, it has allowed the Ameri- 
cans to use its bases to attack Muslim ex- 



tremists in Afghanistan. This may help to 
explain why Azerbaijan was allowed to 
act as chair of the Council of Europe, a 
Strasbourg-based human rights body, for 
six months in 2014, even as it jailed dissent- 
ers. The dollops of caviar and other perks 
used to oil Azerbaijan’s lobbying machine 
don’t hurt. 

Mr Aliyev’s bigger headache is the 
economy. The fall in global oil prices has 
hurt Azerbaijan’s finances. Energy makes 
up around 95% of the country’s exports 
and 40% of its gdp. Inflation is rising and 
the government’s attempts to prop up the 
local currency, the manat, have largely 
failed. Payment of civil servants’ salaries 
has been delayed. The government blames 
it all on the European games. “This is caus- 
ing real anger at the government, some- 
thing the arrests of the activists never 
could,” says a Washington-based analyst 
of Azerbaijan, who blogs under the name 
North Caucasus Caucus. 

Another worry is tensions with neigh- 
bouring Armenia over Nagorno-Kara- 
bakh. The mainly Armenian-populated 
enclave in Azerbaij an fell under Armenia’s 
control after a nasty three-year war that 
broke out in 1991 when the Soviet Union 
collapsed. Clashes between Azeri and Ar- 
menian troops along the border have be- 
come worryingly frequent. Mr Aliyev uses 
Karabakh to drum up nationalist senti- 
ment and divert attention away from cor- 
ruption at home. 

Mr Aliyev may be overplaying his 
hand. “When the violence [with Armenia] 
started in August and all the bodies started 
coming home, people were calling for 
blood,” the Washington-based analyst re- 
calls. “The government actually had to 
tamp down popular anger to stop matters 
from getting out of control.” ■ 




Ismailova, a gutsy lady 
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Charlemagne | The enforcer 



Margrethe Vestager, the Danish competition commissioner, tests her mettle 




I F IT’S a Wednesday, it must be Vestager day. Or so it has seemed 
this month in Brussels, as Margrethe Vestager, the European 
competition commissioner, has made ambitious moves against 
formidable adversaries for three weeks in a row. On April 15th it 
was Google, which Ms Vestager thinks unfairly privileges its 
shopping service over rivals. A week later she trained her sights 
on Gazprom, Russia’s mostly state-owned gas giant, accusing it of 
unfair pricing and market meddling. And on April 29th Ms Ves- 
tager announced a probe into the subsidies European govern- 
ments provide to electric utilities, some of which she thinks may 
amount to illegal state aid. Amid constant reminders of the eu’s 
weakness, from Mediterranean migration to the endless Greek 
saga, Ms Vestager’s shows of strength are a reminder that Brussels 
has bite. 

Ms Vestager, who previously served as Denmark’s economy 
minister, is clearly a tough cookie. But her impact has as much to 
do with European law as with her personality. Unburdened by 
the constraints that shackle most of her 27 fellow commissioners, 
she can block mergers, launch surprise raids on private offices 
and threaten multinationals with vast fines. The perception of 
Ms Vestager’s power is reflected in the parody Twitter accounts 
set up in the names of different commissioners. Her colleagues 
are lampooned as propeller-headed nincompoops or scheming 
mini-Rasputins. Ms Vestager, by contrast, is portrayed as a medi- 
eval warrior queen sporting two giant battleaxes. 

For some, the power vested in the competition job is a model 
of how Europe could work if it took rules seriously. Wolfgang 
Schauble, Germany’s finance minister, once suggested endowing 
the economics commissioner, who oversees the euro zone’s fis- 
cal rules, with powers comparable to those of Ms Vestager. Oth- 
ers, though, worry about political appointees wielding regula- 
tory authority. Those fears are exacerbated by the tendency of 
Jean-Claude Juncker, the commission president, to describe his 
administration as the most “political” in history. Shouldn’t com- 
petition matters be insulated from politics? 

Such concerns have inspired calls for an independent agency 
to enforce competition law. Ms Vestager will have none of that. 
She acknowledges that her job is political, but in a noble sense: 
the single market is an aspect of the eu that enjoys support even 



from Eurosceptics, and competition has always been at its heart. 
In speeches she links her work to the commission’s pledges to 
jump-start Europe’s economy. The Gazprom and utility cases fit 
nicely with one of the commission’s political priorities: building 
a functioning and transparent European “energy union”. 

Ms Vestager bats away charges that her office may unfairly tilt 
towards one country or another. On taking office, she says, she 
asked her staff to dig through the archives to spot any such signs 
(they came up empty-handed). Some suggest that she launched 
the cases against America’s Google and Russia’s Gazprom, both 
begun by her predecessor, within a week of each other to fend off 
any allegations of national favouritism. She notes simply that the 
sequencing shows that competition law pays no heed to a com- 
pany’s ownership. In effect, she has deployed a politician’s sense 
of timing to deflect allegations of political bias. 

Charming, thoughtful and armed with a functioning sense of 
humour, Ms Vestager cuts an unusual figure in Brussels. Even 
Gazprom’s officials have been impressed by her matter-of-fact 
approach. Americans alarmed by her membership of a Danish 
party called the “Radicals” were relieved to learn that she is actu- 
ally a middle-of-the-road liberal (and delighted to discover that 
she was the inspiration for “Borgen”, a trendy Danish political 
drama). And although fears are growing in Washington that Eu- 
rope is bent on erecting protectionist barriers against Silicon Val- 
ley, American officials are careful to point out that they do not see 
the Google antitrust probe in this light. 

But Ms Vestager’s biggest battles lie ahead. Unlike her prede- 
cessor, Joaquin Almunia, she is said to have a distaste for back- 
room deals, preferring to see cases taken to court if necessary. In 
cases of wrongdoing she has promised to impose fines big 
enough to be more than “another line in the spreadsheet”. She 
does not shy away from quarrels: in February, when the commis- 
sion had a blazing row over France’s fiscal rule-breaking, Ms Ves- 
tager was one of the fiercest advocates of sanctions. 

She lost that argument. But she has been more successful at 
squashing an idea floated by the staff of Gunther Oettinger, the 
digital commissioner, for the regulation of dozens of so-called on- 
line “platforms”. New rules, it was suggested, might be a snappier 
way of bringing tech firms to heel than the heavy weaponry of 
antitrust law. But Ms Vestager is clear. “If you can use existing leg- 
islation instead of creating new stuff, you should,” she says. 

Taxing times 

A different test comes with another set of cases inherited by Ms 
Vestager. Four multinationals-Amazon, Apple, Starbucks and 
Fiat-face allegations of beneficial and discriminatory tax treat- 
ment by the authorities in Ireland, the Netherlands and Luxem- 
bourg. These cases, one legal expert says, “test the limits” of state- 
aid law. They also provide Ms Vestager with the opportunity to 
upset a lot of people, including her boss: last year newspapers 
published details of hundreds more tax deals in Luxembourg, 
struck when Mr Juncker was prime minister. Ms Vestager has 
pledged to investigate, and says she will wrap up her work by 
June; her findings could prove awkward. 

This points to the downside of the competition commission- 
er’s independent authority: there is nowhere to hide when things 
go wrong. Mr Almunia is widely seen as a failure for his thrice- 
thwarted attempts to settle with Google. Ms Vestager did not 
choose to take on most of the cases that have made her name. But 
their outcomes will determine how she is remembered. ■ 
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Next week Britain goes to the polls 
in its strangest, closest general 
election for many years 
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The results are expected early on Friday May 8th 
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Politics 



Wooing white-van man 



The Tory party badly needs working-class votes to hold on to power 



C OMMUTERS on the A414 in Essex have 
recently become used to a curious 
sight. Every day between yam and 9am, 
then again from 4pm to ypm, a man in a 
peaked cap perches on a small chair by the 
dual carriageway, beams at the oncoming 
traffic and gives drivers the thumbs-up 
sign. “You have to look them in the eyes,” 
explains Robert Halfon, the Conservative 
MP for Harlow in Essex. Many of the driv- 
ers return the thumbs-up gesture and honk 
their horns. “Halfon, yeah!” shouts one 
man, leaning out of the window of his van 



as it speeds past. 

Mr Halfon is no ordinary mp. He has 
won admirers from across the political 
spectrum by fighting a series of campaigns 
on consumer issues, from taxes on bingo 
halls to surcharges on electricity bills. He is 
best known for persuading the Tory-Liber- 
al Democrat coalition government to can- 
cel every planned fuel-duty increase since 
2010. The MP calls his brand of politics 
“white-van Conservatism”-a reference to 
the aspirational working-class voters who 
make towns like Harlow, north-east of 



London, such crucial bellwethers. They 
voted for Margaret Thatcher in the 1980s 
and Tony Blair in the 1990s. But this time 
they are proving especially hard to woo. 

The Tories can point to a rebounding 
economy and an increasingly popular 
leader in David Cameron (see timeline, be- 
low). But with a week to go before the gen- 
eral election on May yth, they are tied with 
the opposition Labour Party, as they have 
been tWughout the campaign. In order to 
form another coalition with the Lib Dems, 
the Tories must hold almost all of their 
seats in the House of Commons. Oddly, 
the greatest challenge to their continued 
rule does not come directly from Labour: 
over the course of this parliament few vot- 
ers have moved from the Conservative 
camp to the Labour one, or vice versa. The 
Tories’ real problem is the populist uk In- 
dependence Party (ukip) and its strong ap- 
peal to white-van man. 

Over one in ten people who voted Con- ►► 



The downs and ups of government 

Net satisfaction*, % 

Conservative-Liberal Democrat coalition formed 



Deep spending cuts announced 
in emergency budget 

Ed Miliband becomes 
Labour Leader 

University tuition-fee 
cap raised to £9,000 






Ed Miliband promises to freeze 
household energy bills 



Britain rejects alternative-vote system. 

SNPwins majority in HoLyrood 

Riots, Lasting 3 days, follow 
police shooting 

Unemployment hits 2.7m (8.5%) 



Same-sex marriage 
Legalised 



GDP grows by 
1.9%t, highest 
annual rate since 2007 



Scotland rejects Former Tory MP Douglas 
independence by Carswell wins seat for UKIP 
55% to 45% 

Nicola Sturgeon 
becomes SNP leader 



David Cameron promises 
in-out EU referendum 



UKIP wins most UK 
seats in European 
Parliament election 



2010 

Source: Ipsos MORI 
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I Nigel Farage re-elected as UKIP Leader 



Televised debate 
with seven party 
Leaders. Nicola 
Sturgeon triumphs 
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► servative in 2010 have since left the party 
for UKiP, which detests the European Un- 
ion and immigration. The defectors are 
typically male, white and working-class. 
Lynton Crosby, the Tories’ campaign chief, 
reckons that the party’s typical target voter 
earns about £15,000 ($23,000) a year-40% 
less than the national average-reads the 
Sun on Sunday, a right-wing tabloid, and 
values economic and national security 
above all else. 

This analysis colours the entire Conser- 
vative campaign. In an interview on April 
6th Mr Cameron urged ukip voters to 
“come home”. At the party’s manifesto 
launch on April 14th, he described the To- 
ries as “the real party of working people”. 
Two weeks later he called it the party of 
“the grafters and the roofers and the retail- 
ers and the plumbers”. He talks endlessly 
about security. 

The Tories have courted white-van man 
in their manifesto and in the promises they 
have made on the campaign trail. The 
prime minister has pledged to create 
50,000 new apprenticeships, expand free 
child care and take those earning the mini- 
mum wage out of income tax. He even 
promises to legislate against any increases 
in the government’s main revenue-raising 
taxes until 2020. He has revived Margaret 
Thatcher’s totemic bid for working-class 
support by promising to extend the “right 
to buy” social housing to tenants of hous- 
ing associations. 

The pursuit of van-driving voters also 
partly accounts for the Conservatives’ fre- 
quent dire warnings about the risk to Brit- 
ain’s economic and political stability of a 
Labour government propped up by the 
separatist, left-wing Scottish National 
Party. Polls suggest ukip supporters worry 
more about this than most. 

Stuck in a lay-by 

Mr Halfon reports that voters are now rais- 
ing the issue on the doorsteps. He declares 
himself delighted at his party’s campaign; 
after the election, he plans to frame the 
newspaper coverage of its manifesto. On 
April 30th the Sun newspaper endorsed 
the Tories-though, muddling the message, 
its Scottish edition went for the snp. Yet the 
Tories’ white-van-man strategy is not yet 
working well enough. The party has not 
achieved the long-expected “crossover” 
with Labour in the polls mainly because it 
has not squeezed ukip enough. The insur- 
gent party remains on around 12%, up from 
just 3% in 2010. Matthew Goodwin, an ex- 
pert on UKIP, estimates that the party 
could indirectly cost the Tories around 30 
seats. Labour must pick up about 40 Eng- 
lish seats to lead the next government. 

The best explanation is that many vot- 
ers still doubt that the Conservatives un- 
derstand their lives and interests. Mr Cam- 
eron takes no pains to hide his poshness. 
And at times the party has helped to rein- 



Our opinion poll 

Scotland is another country 



What the English really think about their northern neighbours 



P OLITICIANS and psephologists have 
tried desperately hard to divine the 
Scottish mood over the past year. Does 
this country of 5m people really desire 
independence? And, after a referendum 
last September delivered a negative 
answer to that question, what has driven 
so many Scots to abandon Labour for the 
separatist Scottish National Party (snp)? 
Rather less attention has been paid to 
what the 57m inhabitants of England and 
Wales think of Scotland. 

A poll conducted for The Economist by 
YouGov on April 25th and 26th tells us, 
starkly. By 48% to 34%, more Britons 
(including Scots) believe that Scotland 
will be independent in 20 years’ time 
than think it will remain part of the Un- 
ited Kingdom. Eew are enthused about 
this prospect. Only 20% think Scottish 
independence would be good for Eng- 
land, Northern Ireland and Wales, 
whereas 49% think it would be bad. 

Yet, if Britons tend to think the union 
would be worse off with Scotland gone, 
they are absolutely clear on the benefits 
to Scotland of the current set-up-in 
which, crudely, the whole of Britain gets 
North Sea oil but Scotland gets more 
lavish state spending. By the enormous 
margin of 70% to 8%, more people think 



Scotland gets a good deal out of being 
part of the United Kingdom than think it 
gets a bad deal. Even in Scotland, voters 
divide 48% to 33% on this question. 

And voters outside Scotland are disin- 
clined to sweeten an already tasty deal. 
We asked Britons whether they would 
pay to keep Scotland in the union, sug- 
gesting less than £250 ($385) a year, £250 
to £500 a year and more than £500 a year 
as hypothetical sums. It turns out that 
23% of Scots would pay something to stay 
in, and 26% would pay to leave. In Eng- 
land and Wales, though, only 10% would 
pay for Scotland to stay and 6% would 
pay to see the back of it. A colossal 70% 
would pay nothing at all to secure either 
outcome. That hints at trouble for the 
union (see Bagehot). 

We also asked about the economy. 
People divided evenly on the question of 
whether they would be better off under 
Mr Cameron or Mr Miliband-32% 
thought the former, 30% the latter, and 
29% reckoned it would make little differ- 
ence. But Mr Cameron holds a decent 
nine-point lead on the question of 
whether Britain as a whole would be 
better off. His difficulty in translating 
broad economic credibility into votes is 
the great story of this campaign. 
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force this sense: from its chief whip swear- 
ing at a policeman (allegedly calling him a 
“pleb”) to the economically savvy but po- 
litically masochistic decision to cut income 
tax on the highest earners in the “omni- 
shambles” 2012 budget. 

More damagingly low-income voters 
are not feeling better off than they did in 
2010. Though unemployment has fallen 
steeply, this is partly the flipside of insecure 



work and stagnant wages. Tories protest, 
with reason, that low wages are better than 
none at all-and that at least things are not 
going backwards. But the van drivers can 
be forgiven for not being overwhelmed 
with gratitude to the governing party. As 
Mr Halfon’s roadside vigil demonstrates, it 
can take extraordinary efforts to persuade 
such voters that Conservative mps are 
truly on their side. ■ 
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Bagehot | Tearing apart the union 



This election has been disastrous for the United Kingdom. It may be doomed 




T his ill-tempered, promiscuously focused election should be 
about the economy-and if the Conservatives pull off the win 
that their ratings on the issue seem to warrant, it may yet be. But 
future historians may prefer to recall the existential questions 
that accumulated in the campaign, little-noticed, like toxic mer- 
cury in a dolphin’s liver. Who wants to be British? What is Britain 
for? They will certainly marvel at a massacre of Scottish unionist 
MPS at the hands of the separatist Scottish National Party (snp) 
which, assuming the polls are even half-right, is about to leave 
Britain’s 300-year-old, once swaggeringly successful, union of na- 
tions looking desperately enfeebled. 

Politicians on all sides are talking on that theme but, a week 
before a general election, with such fevered partiality that the real 
issue of Britain’s future is being warped or ignored. The Conser- 
vatives, discreetly revelling in Schadenfreude, warn that Labour 
will be able to form a government only with support from a party 
dedicated to dismembering Britain. That is probably true. The 
SNP looks likely to become Britain’s third biggest party, with over 
40 seats. And that would not be, as some in Labour mystifyingly 
imply, somehow the Tories’ fault for fulminating on the issue, 
thus driving Scots into the nationalists’ embrace. Yet nor, as La- 
bour counters, would it make Scots much likelier to hive off than 
they were last September, when they voted by 55% to 45% to keep 
the union. And it would not in any way be “illegitimate”, as The- 
resa May, a senior Tory, argued this week, for Labour to use the 
SNP’s support to sustain a government. 

Opinion polls suggest there has in fact been no post-referen- 
dum surge in support for Scottish independence. That the snp 
may be about to win twice as many votes as it did in 2010 is be- 
cause most of the Scottish Labour voters who plumped for inde- 
pendence in September are sticking with the party that promises 
it. That this will improve the nationalists’ fortunes absurdly- 
with only 4% of the national vote, they may have 8% of seats in 
Parliament-reflects the unfair workings of the first-past-the-post 
electoral system, which both Labour and the Tories love. For La- 
bour to take advantage of this would not be illegitimate, but sim- 
ply a reflection of British democracy. 

Nor even would the snp, in or near power, be able to carry out 
quite the wrecking job David Cameron, the Tory prime minister. 



predicts for it. Ridding Scotland of the Tories was the main slogan 
of the independence campaign and remains thp snp’s battle-cry. 
The “Nats” could make havoc for a Labour government, but they 
would almost certainly not bring it down. The last time they did 
that, in 1979, they annoyed their leftist followers mightily. 

All the same, the union is in a desperately poor state. Already, 
the SNP is mainly concerned about next year’s Scottish Parlia- 
ment elections: specifically over whether to promise a second in- 
dependence referendum in its manifesto. It might not, because 
even if it could deliver another plebiscite the polls suggest the re- 
sult would probably be the same. Yet while they rid Scotland of 
unionist rivals, and most Scots under the age of 50 are believed to 
want independence, the nationalists can afford to be patient. Al- 
most half of Britons, according to this week’s YouGov poll for The 
Economist, think Scotland will be independent in 20 years’ time; 
the evidence of Scottish opinion suggests they may be right. 

And Scotland is not the only malcontent. Bagehot’s travels 
around Britain during this campaign have thrown up a dismal lit- 
any of nationalist and regionalist complaint. In Belfast, he heard 
middle-class Catholics-who would have recoiled from Republi- 
can violence during the Troubles-declare their support for the 
Irish nationalist Sinn Fein party, whose terrorist wing, the ira, 
carried out those killings. In Cardiff, Leanne Wood, leader of the 
Welsh nationalist party Plaid Cymru, and a minor star in this 
campaign, described her plausible ambition to ape the snp’s suc- 
cess by dropping the cultural nationalism that long restricted 
Plaid to a few Welsh-speaking counties and embracing the left- 
wing Utopianism that has fuelled the snp. In sunny Kent your 
columnist sat in a pub festooned with St George’s flags listening 
to Nigel Farage, leader of the uk Independence Party, outline “pa- 
triotic” policies that were not written to gladden Celts: ukip 
wants no more “English taxpayers’ money [to bel shovelled over 
Hadrian’s wall. . .the English need a fairer deal.” 

Merry England, Great Britain 

Britain has never been in such an all-round querulous state. And 
if some of this wrestling is inspired by the Scottish Nats, it has a 
common source. British identity is not nearly as old as, and has 
never been as strong as, the identities of its constituent parts. Eng- 
land predates the Act of Union that bound Scotland to England 
and Wales by almost a thousand years. No wonder Mr Farage’s 
demand to make St George’s Day a public holiday is popular. 

By contrast, British identity is how Britons have tended to 
dress up for the world-to unite in their common defence, to build 
an empire, to assert their shared values. It is, again, no wonder 
this is wilting as British power declines. But, properly understood 
and argued for, Britain is no less valuable than it ever was. If Eng- 
land, Scotland and the rest retain any ambition to have a say in 
the world, culturally and commercially if to a diminishing extent 
militarily, Britain is their beautifully appointed tool. It is a ready- 
made means to pool security and other risks. And it will remain, 
as it always has been, a comfort blanket against the intemperate 
nationalism to which Britons, almost uniquely among their Euro- 
pean peers, and for this reason, have remained stolidly immune. 

It is no accident the United Kingdom has prospered: all its 
parts gain from it, all would be poorer alone. And if unionist poli- 
ticians cannot clinch that argument, against the populists and the 
disaffected, they had better move aside to let others try. The im- 
pending defeat of Scottish unionists will at least provide that op- 
portunity. But that is a pale light in a bleak and stormy sky. ■ 
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Illegal drugs 

The new drug warriors 



As one side of the world softens its line against illegal drugs, another is getting 
tougher-and more vocal 



T he war on drugs, it seems, is edging to- 
wards a truce. Half of Americans want 
to lift the ban on cannabis, the world’s fa- 
vourite illicit drug. Four states have legal- 
ised it, as has Washington, dc. Latin Amer- 
ican presidents whose countries once 
battled narcos with helicopter gunships 
now openly wonder if prohibition was a 
mistake; Uruguay has legalised weed. 
Much of Europe has decriminalised it; Por- 
tugal has decriminalised all drug-use 
(though not drug-dealing). Heroin addicts 
in Western countries usually have access 
to clean needles, substitutes such as meth- 
adone and, in parts of Europe, heroin pre- 
scriptions. Many governments are starting 
to believe that managing drug use causes 
less harm than trying to stamp it out. 

In Indonesia, things look very different. 
On April 29th eight convicted drug offend- 
ers, seven of them foreign, were executed 
by firing squad. Joko Widodo, the presi- 
dent, became convinced of the need for a 
hard line on drugs as mayor of Solo, a city 
in central Java, and governor of Jakarta, the 
capital. Since taking office he has promised 
“no clemency” for traffickers, despite in- 
tense lobbying by other governments and 
the UN. His seven months in office have 
seen 14 executions, more than twice as 
many as in the previous 15 years. 

Indonesia is only the highest-profile ex- 
ample of a trend across Asia and the Mid- 
dle East, the only regions that routinely ex- 
ecute drug offenders. Saudi Arabia 



beheads smugglers of cannabis, a drug 
which is not conclusively linked to a single 
fatality among the 200m or so who use it 
each year. China’s president, Xi Jinping, 
called last year for “forceful measures to 
wipe [drugs] out”. In the first five months 
of 2014 nearly 40,000 people were sen- 
tenced for drug offences in China, 27% 
more than in the same period in 2013. In 
June most countries will mark the UN’s “in- 
ternational day against drug abuse” with 
speeches; China often celebrates it with a 
round of executions. 

More enthusiastic still is Iran, where the 
government is increasingly alarmed about 
high rates of addiction. Since 2011 posses- 
sion of as little as 30g of some drugs has 
been a hanging offence. According to Harm 
Reduction International (hri), a drug-fo- 
cused NGO, in 2008 Iran executed at least 
96 people for drug crimes. In 2011 the figure 
was 540. Amnesty International has 
counted 241 so far this year. Drug offenders 
account for a “large majority” of all those 
put to death in Iran, says hri; the country 
may execute as many drug traffickers as 
China, despite having a population only 
6% as big. Afghan smugglers of heroin, 
some as young as 15, have been hanged 
near the border as a cautionary spectacle. 

Over the past two decades Singapore 
has reduced its drug executions from sever- 
al dozen a year to one or two; and Malaysia 
is using the death penalty less. But these 
are rare bright spots in a darkening picture. 



Execution- watchers are now nervously 
eyeing Pakistan, which in March ended an 
informal moratorium on the death penal- 
ty (having lifted it last year for terrorism of- 
fences). It is not known whether drug of- 
fenders among the 8,000 on its death row 
will have their sentences carried out. 

Somebody lighting a legal joint in Colo- 
rado or Washington might not care that, in 
a faraway country, a person selling the 
same substance could suffer beheading. 
After all, Saudi Arabia executes people for 
adultery and sorcery without impeding 
extramarital flings or witchcraft elsewhere. 
But the cross-border nature of the drug 
trade means countries have tried to reach 
basic agreement about what to ban. Nearly 
all UN members have signed conventions 
in 1961, 1971 and 1988, which mandate pro- 
hibition of the main recreational drugs. 

Policy pushers 

Western countries have been the chief en- 
forcers. America, in particular, has taken 
the fight beyond its borders. In the early 
2000s it helped fund Plan Colombia, a 
multi-billion-dollar military-focused crack- 
down on Andean coca growers, briefly 
making Colombia the third-largest recipi- 
ent of American aid. Failure to co-operate 
has meant “public shaming, economic 
sanctions, or back-channel punitive uses 
of American influence with international 
funding agencies like the World Bank and 
IMF,” writes Moises Naim, a former execu- 
tive director of the World Bank. Each year 
America names the countries it regards as 
having fallen short of their counter-narcot- 
ics obligations. In 2006 Mexico’s congress 
voted to decriminalise the possession of 
fairly large quantities of drugs. The presi- 
dent at the time, Vicente Fox, had sup- 
ported the bill. But he vetoed it after 
George W. Bush made clear that decrimi- 
nalisation would jeopardise longed-for ►► 
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► immigration reform in the United States. 

Now America’s own inconsistent drug 
laws are forcing it to soften its line. Marijua- 
na is prohibited by the federal govern- 
ment, but legal according to a growing 
number of states. William Brownfield, the 
assistant secretary of state for drugs, has 
performed linguistic acrobatics in an at- 
tempt to reconcile America’s legalisation 
of cannabis with its obligation to uphold 
the UN conventions that ban it. “The con- 
ventions are not rigid... We are allowed to 
interpret them so long as our interpretation 
is still consistent with our universal desire 
to reduce the misuse and abuse of harmful 
products throughout the world,” he said 
last year. Increasingly America is turning a 
blind eye to measures elsewhere that it 
once would have excoriated. In February 
Mr Brownfield said that Jamaica’s plan to 
legalise cannabis for medical and religious 
purposes was “Jamaica’s own business 
and Jamaica’s sovereign decision”. 

America’s change of heart has led 
many to wonder if the un conventions 
might be reformed to legalise some drugs 
and treat the use of others as a problem re- 
quiring health measures, not criminal or 
military ones. But as America has drawn 
back from prohibition, new drug warriors 
are stepping up to defend it. 

Russia is foremost among them. “The 
Russians have taken over the hard-line role 
that the us used to play,” says Martin 
Jelsma of the Transnational Institute, an 
NGO based in Amsterdam. Though Russia 
does not apply the death penalty, for drug- 
trafficking or any other crime, it is ultra- 
strict in other ways. It bans methadone, a 
drug taken orally which most countries 
with enough money give to heroin addicts 
to stop them overdosing and to prevent 
diseases spreading via shared needles. 
Russia now has 1.2m Hiv-infected people, 
up from 170,000 a decade ago. 

Undeterred, it is trying to persuade east 
European countries also to ban metha- 
done. (After annexing Crimea last year it 
cut off methadone patients’ supplies; some 
reportedly died after turning back to her- 
oin or committing suicide.) And just as 
America once believed that the best way to 
stop its crack-cocaine epidemic was to 
eradicate coca in South America, so Russia 
has sent intelligence agents to disrupt the 
production of heroin in Afghanistan. At 
the UN it has argued loudly for an aerial- 
spraying programme, similar to those used 
in the Andes. 

China also wants to tighten drug con- 
trols globally. In March, backed by fellow 
Asian hardliners, it successfully lobbied 
the UN to put forward a motion to ban ke- 
tamine, a widely abused anaesthetic. It is 
already banned in China, which has many 
addicts. But the World Health Organisa- 
tion lists it as an essential medicine, which 
by the UN’s own rules should put it be- 
yond any attempt at a ban. Though the mo- 



tion was withdrawn at the last minute, the 
mere possibility of tighter restrictions rat- 
tled African countries that rely on it for 
emergency surgery. 

Other emerging drug warriors include 
Egypt, where addiction is treated as a form 
of insanity; South Africa, where a vicious 
new home-cooked drug called “whoonga” 
has panicked the authorities into a crack- 
down; and Cuba, whose isolation and se- 
curity apparatus have kept a lid on con- 
sumption, giving it little incentive to 
support moving on from prohibition. In re- 
cent years India has aggressively cam- 
paigned against a proposal to license Af- 
ghan opium farmers to supply the legal 
medical market, in part because its own li- 
censed opium farmers would see their 
business threatened. 

Fifteen years ago almost all funding for 
the UN Office on Drugs and Crime (un- 
ODc) came from “major donors”, domin- 
ated by America and eu countries. Now 
they are responsible for only 60%; most of 
the rest is stumped up by “emerging do- 
nors” (see chart). Their contributions are 
largely earmarked for projects within their 
own borders: Colombia, for instance, now 
the biggest donor, pays the unodc to run 
programmes to persuade farmers to grow 
crops other than coca. Last year $28im out 
of a total donated of $288m was ear- 
marked for such country-specific projects. 

Some believe that the result is that the 
agency has become too quick to do what- 
ever governments will pay for. “The un- 
odc has become completely unmoored 
from the central un budget,” says Amir At- 
taran of Ottawa University, who has 
worked as a consultant to the agency. A 
deal to help Iran catch traffickers, many of 
whom would later be hanged, has attract- 
ed particular criticism. A spokesman for 
the UNODC acknowledges “a significant 
diversification of our portfolio over the 
previous years” but says that all projects 
fall within “clear and substantiated man- 
dates” set out by its governing bodies. 

UN bigwigs deny that earmarked dona- 
tions give countries more power to shape 
policy. But persuading countries to cough 
up non-earmarked cash is hard, and “often 



those contributions are reflected in terms 
of [the donor country’sl visibility, in terms 
of positions,” one senior un official ad- 
mits. In 2010 Russia pledged a one-off do- 
nation of $?m to the unodc’s cof- 
fers-44% of the agency’s general-purpose 
funding that year. In the same year a Rus- 
sian candidate, Yury Fedotov, was appoint- 
ed its new head. The three previous direc- 
tors had come from Italy, which often used 
to be the agency’s main source of non-ear- 
marked donations. 

A war of two halves 

Western countries will find it hard to wind 
down the war on drugs without wide con- 
sensus. Most decisions of the Commission 
on Narcotic Drugs, the UN’s policymaking 
body, require unanimity among its 53 
members. That is why updating its posi- 
tion on such matters as how best to treat 
addicts has proved impossible. It has yet to 
pass a resolution mentioning harm reduc- 
tion, which has been part of everyday 
drug-policy language for years in many 
countries, notes Mr Jelsma. 

The difficulty of agreeing on change has 
left the UN’s drugs authorities out of step 
with other agencies. Last year the World 
Health Organisation endorsed the decrim- 
inalisation of drugs. In March a report from 
the UN Development Programme said that 
drug-control efforts had been responsible 
for “creating a criminal black market; fuel- 
ling corruption, violence and instability; 
threatening public health and safety; [andl 
generating large-scale human rights 
abuses”. It argued that “new approaches 
are both urgent and necessary.” 

Next April a special session of the un 
General Assembly will offer the best 
chance in years to consider such new ap- 
proaches. Called by Latin American coun- 
tries frustrated over the ineffectiveness of 
present policies, it will review the drug- 
control system from first principles. At the 
most recent such session, in 1998, America 
blocked serious debate. It remains to be 
seen whether next year’s will be more pro- 
ductive-or whether the new drug war- 
riors will condemn the world to decades 
more fighting an unwinnable war. ■ 
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Nuclear weapons 

Fractious, divided but still essential 



Lack of progress on nuclear disarmament could lead to an ill-tempered 
non-proliferation treaty review 



T he conference of the 191 signatories of 
the Nuclear Non-Proliferation Treaty 
(npt) got under way at the un headquar- 
ters in New York this week. The last such 
meeting, in 2010, produced agreement over 
a 64-point action plan. This time it is likely 
to be a much more divisive affair. 

The aim of “RevCon”, as it is known, is 
to take stock of progress (or otherwise) 
over the previous five years in strengthen- 
ing the three pillars on which the npt’s 
“grand bargain” rests: the commitment to 
pursue disarmament by the five “official” 
nuclear weapons states-America, Russia, 
Britain, France and China, also known as 
the P5; action to stop the proliferation of 
nuclear weapons; and promotion of the 
peaceful use of nuclear energy. RevCons 
are high both on obscure technical discus- 
sion, and on diplomatic grandstanding. 
And the npt has often been under stress 
since it came into force in 1970. But without 
it the world would be a more dangerous 
place. Only three countries have never 
signed up-India, Pakistan and Israel. Only 
one. North Korea, has ever left. 

At least one bit of good news for the 
four-week conference was the announce- 
ment on April 2nd of a framework agree- 
ment to overcome the decade-long crisis 
over Iran’s nuclear programme. If a com- 
prehensive deal can be reached by the end 
of June and then successfully implement- 
ed, it will go a long way towards vindicat- 
ing the NPT and the tools it provides to 
bring those who violate its safeguards back 
into compliance. Mark Fitzpatrick, a non- 
proliferation analyst at the London-based 
International Institute for Strategic Studies, 
believes that the agreement has strength- 
ened two of the npt’s pillars by upholding 
the right to a civil nuclear programme and 
confirming the role of intrusive inspec- 
tions to ensure that all related activity is in- 
deed peaceful. 

Progress in most other areas since 2010 
has been modest. The countries that do not 
have nuclear weapons are most concerned 
by the failure of the five that do to take fur- 
ther steps to reduce the size of their own 
nuclear arsenals. The previous RevCon 
was held in the afterglow of a New start 
deal between America and Russia to limit 
the number of deployed strategic nuclear 
weapons to 1,550 on each side, and the in- 
spirational speech in Prague a year earlier 
by Barack Obama, America’s president, in 
which he held out the prospect of a world 
without nuclear weapons. 
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Looking for lift-off 



Since then, despite the establishment in 
2009 of the so-called P5 process as a forum 
for discussing multilateral disarmament, 
not much has happened. The main reason 
is the chilling of relations between Russia 
and the West, which predated Russia’s an- 
nexation of Crimea. An offer by Mr Obama 
in 2013 of new negotiations to reduce each 
side’s stock of warheads by a third was met 
with stony silence. 

More recently Russia has, according to 
America, violated both the 1987 Intermedi- 
ate Nuclear Forces treaty, by testing a 
banned missile, and the Budapest Memo- 
randum of 1994 that guaranteed Ukraine’s 
security when it gave up the nuclear weap- 
ons it had inherited on the break-up of the 
Soviet Union. The Russians are also refus- 
ing to attend next year’s Nuclear Security 
Summit, a meeting to prevent fissile mate- 
rial falling into the wrong hands. 

Without further cuts in American and 
Russian nuclear forces (which account for 
more than 90% of the world’s nuclear 
weapons), China, the most opaque of the 
P5 powers, will block attempts to get multi- 
lateral disarmament talks going. However, 
Rose Gottemoeller, America’s undersecre- 
tary of state for arms control, praises China 



for its leading role in producing a common 
glossary of nuclear terminology. This may 
not sound much, but it is seen within the 
P5 as essential for future negotiations. 

Ms Gottemoeller is also keen to stress 
that, despite the Russian impasse, America 
has tried to meet its obligations. It is elimi- 
nating “excess” warheads at the rate of al- 
most one a day and closing down old bits 
of nuclear infrastructure. In 2013 it complet- 
ed the elimination of 500 tonnes of Rus- 
sian and American fissile material (equiva- 
lent to about 20,000 warheads) under a 
highly enriched uranium purchase agree- 
ment. In December it launched a scheme 
to bring together nuclear and non-nuclear 
weapons states to develop new approach- 
es to verification. 

It is doubtful whether these modest, in- 
cremental efforts will cut much ice with 
the Humanitarian Impacts of Nuclear 
Weapons Initiative, a movement sup- 
ported by civil-society groups and champi- 
oned by Austria, Norway and Mexico. 
Faced with what they see as foot-dragging 
by the P5 (which are modernising their nu- 
clear forces to maintain their long-term ef- 
fectiveness), the initiative’s backers, some 
of which want to make nuclear weapons 
illegal, may question whether working 
through the npt serves any purpose. 

Britain and America sent representa- 
tives to a conference on the humanitarian 
initiative in Vienna last December attend- 
ed by 156 other countries, but Russia, 
France and China stayed away. Nobody 
disputes the horror of nuclear weapons, 
but moral fervour is not a policy. Progress 
on nuclear disarmament must take ac- 
count of the complex deterrence relation- 
ships between the P5. 

Another source of friction is the failure 
to hold the conference on creating a wmd- 
free zone in the Middle East that was prom- 
ised in 2010. Israel, an undeclared nuclear- 
weapons state, has joined preparatory 
meetings at a high diplomatic level and is 
attending the RevCon as an observer. But it 
insists that regional security arrangements 
must precede any talks on disarmament, 
whereas Egypt says the first step is for Israel 
to accede to the NPT-a non-starter. It is 
possible that Israel’s new chumminess 
with the Gulf Arabs, the verification mea- 
sures to ensure the civil nature of Iran’s nu- 
clear programme and the chairing of the 
conference by an Algerian, Taous Fe- 
roukhi, may provide some impetus. 

For this RevCon to rediscover the spirit 
of 2010, what is needed is an outbreak of re- 
alism among countries without nuclear 
weapons-and a willingness by the P5, 
above all Russia, to demonstrate that they 
are prepared to pay more than lip-service 
to the vision of eventual nuclear disarma- 
ment. That may be a tall order, but, imper- 
fect though the npt is, most of its signato- 
ries know that keeping it alive is better 
than any alternative. ■ 
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Military aircraft 

Battle joined 



Three of the world’s biggest defence companies are locked in a contest that could 
reshape the industry 



W ITHIN the next few months, the big- 
gest defence contract for what will 
probably be many years to come will be 
awarded by the us Air Force, to build a 
new long-range strike bomber. The B-3, as it 
is likely to be named, will be a nuclear-ca- 
pable aircraft designed to penetrate the 
most sophisticated air defences. The con- 
tract itself will be worth $50 billion-plus in 
revenues to the successful bidder, and 
there will be many billions of dollars more 
for work on design, support and upgrades. 
The plan is to build at least 80-100 of the 
planes at a cost of more than $5SOm each. 

The stakes could not be higher for at 
least two of the three industrial heavy- 
weights that are slugging it out. On one side 
is a team of Boeing and Lockheed Martin; 
on the other, Northrop Grumman. The re- 
sult could lead to a shake-out in the de- 
fence industry, with one of the competitors 
having to give up making combat aircraft 
for good. 

After the B-3 contract is awarded, the 
next big deal for combat planes-for a 
sixth-generation “air-dominance fighter” 
to replace the F-22 and f-i8 Super Hornet- 
will be more than a decade away. So Rich- 
ard Aboulafia of the Teal Group, an avia- 
tion-consulting firm, believes it will be 
hard for the loser to stay in the combat-air- 
craft business. If Northrop were to miss 
out, its investors may press for it to be bro- 
ken up. If Boeing were to lose, Mr Aboula- 
fia thinks it may seek to buy Northrop’s air- 



craft-building business, to ensure it gets the 
job after all. The production line in St Louis 
that makes Boeing’s f-i8 (the us Navy’s 
mainstay fighter until it starts to get the car- 
rier version of the new F-35 in numbers) is 
due to close in 2017. If Northrop were to de- 
part the field, that could leave Lockheed 
Martin as the only American company 
with the ability to design combat planes, 
and thus the biggest winner of the three. 

Usually in a contest of this kind, partic- 
ularly this close to its end, a clear favourite 
emerges. Industry-watchers rate this one 
as still too close to call. That is partly be- 
cause the degree of secrecy surrounding 
what is still classified as a “black pro- 
gramme” has remained high. Only the 
rough outlines of the aircraft’s specifica- 
tion have been revealed. It will be stealthy, 
subsonic, have a range of around 6,000 
miles (9,650km) and be able to carry a big 
enough payload to destroy many targets 
during a single sortie. The best clues to 
what it will look like are from earlier “fly- 
ing wing” design concepts the aircraft- 
makers have displayed, and from the 
shrouded “mystery plane” that Northrop 
showed in a recent television commercial 
(pictured). But most of all, picking a winner 
is hard because both competitors are high- 
ly credible-and each has different 
strengths. 

Boeing and Lockheed first joined forces 
in 2007 to build what was then known as 
the Next-Generation Bomber-a project 
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cancelled two years later because its exces- 
sive technological ambition was causing 
costs to soar. They decided to team up 
again in 2013 to prepare for a new request 
for proposals that the air force quietly re- 
leased last summer. Boeing is the team 
leader and will build the aircraft if their bid 
is successful; Lockheed will take the main 
responsibility for its design. 

That should be a winning combination. 
Boeing is as good as it gets when it comes to 
the efficient construction of large aircraft, 
and has painfully and expensively ac- 
quired expertise in carbon-fibre compos- 
ites as it developed its 787 Dreamliner, a 
civil airliner. Lockheed can draw on its 
“skunk works”, an autonomous design 
team that works on radical new aircraft 
technologies; and on its experience devel- 
oping radar-beating stealth technologies 
for the F-22 and F-35 fighter planes. 

Northrop, on the other hand, built the 
revolutionary b-2 stealth bomber that en- 
tered service in the early 1990s. It was con- 
ceived as a deep-penetration nuclear bom- 
ber at the height of the cold war. But when 
the Soviet Union dissolved, the need for 
America to have 132 of the planes went 
with it. Only 21 were eventually built, lead- 
ing the programme into a “death spiral” in 
which declining orders pushed up the unit 
price of an aircraft to absurd levels. Once 
its development, engineering and testing 
costs were added, each b-2 ended up cost- 
ing more than $2 billion. But it was hardly 
Northrop’s fault that the cold war ended 
sooner than expected. The plane it built 
has since proved its capabilities in numer- 
ous conflicts, from Kosovo to Libya. 

Updated versions of the once-radical 
technologies that made the b-2 so expen- 
sive (both to buy and to operate) will find 
their way into the new bomber. Another 
possible advantage for the air force in 
choosing Northrop is that it might be better ►► 
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► able to focus on the programme. Boeing is 
not only grappling with its hugely de- 
manding, and rapidly expanding, civil-avi- 
ation business; it is also struggling to deliv- 
er the K-46 tanker plane by the target date 
of 2017. (It snatched that big order from a 
consortium of Northrop and Airbus, after 
protesting at the air force’s initial decision 
to award it to its rivals.) Lockheed, for its 
part, also has its hands full ramping up pro- 
duction of the late and over-budget F-35. 

The target for the plane to come into op- 
eration is the mid-2020s-if possible, even 
earlier. In part this is because of fast-emerg- 
ing new threats and in part because the av- 
erage age of America’s current bomber 
fleet, consisting of 76 geriatric B-52S, 63 b-is 
and 20 B- 2 S, is 38 years. Keeping such an- 
cient aircraft flying in the face of metal fa- 
tigue and corrosion is a constant struggle: 
just 120 are deemed mission-ready. None 
of these, except the b-2s, can penetrate first- 
rate air defences without carrying cruise 
missiles-and the missiles are of little use 
against mobile targets. 

In the kind of one-sided wars that 
America and its allies fought in the years 
after the September nth 2001 attacks, such 
deficiencies were not a problem. But dur- 
ing that period China, in particular, has in- 
vested heavily in “anti-access/area-denial” 
(a2/ad) capabilities. These include thou- 
sands of precision-guided missiles of in- 
creasing range that could threaten Ameri- 
ca’s bases in the Western Pacific, and any 
carriers sailing close enough to shore to 
launch their short-range tactical aircraft. 
Critics of the huge F-35 programme (the 
Pentagon is planning to buy 2,457 aircraft at 
a cost of around $10 om each) argue that its 
limited range was a growing problem even 
before it entered service. A new long-range 
bomber that can penetrate the most ad- 
vanced air defences is thus seen as vital in 
preserving America’s unique ability to 
project power anywhere in the world. 

If getting the new bomber into service 
fast is a priority, so too is keeping the price 
low enough to be able to build it in sensible 
numbers, and thus keep it safe from politi- 
cal ambush. Budget caps imposed by Con- 
gress in 2013 have ushered in a decade of 
defence-spending austerity, and the B-3 
will be the first major weapons system to 
be designed and produced in this new era. 

To stay on budget and avoid the risk of 
having its orders cut, the programme will 
have to rely on technologies adapted from 
earlier projects; and any temptation to 
“gold-plate” its specification with showy 
but not strictly necessary features will 
have to be resisted. The B-3 will be a bit 
smaller than the b-2, and be able to use the 
same engines as the F-35. The option of be- 
ing able to fly the bomber pilotlessly, by re- 
mote control, seems to have been dropped, 
as have some highly sophisticated surveil- 
lance sensors that were proposed earlier. 

The risk of this cautious approach is 



that the new bomber might quickly lose its 
technical edge if faced with new threats or 
relentlessly improving air-defence systems 
(thanks to ever faster processors and sen- 
sors). But this danger is being seen off in 
two ways. The first is by designing the 
planes with what the Pentagon’s acquisi- 
tions chief, Frank Kendall, describes as an 
“open architecture and modular ap- 
proach”, in which companies will compete 
to provide future upgrades that can be easi- 
ly plugged in as and when needed. The 
other is that, despite its stealthiness, the B-3 
will be fully connected to a range of “off- 
board capabilities”, such as electronic 
countermeasures and the collection of tar- 
geting data, provided by other aircraft and 
orbital reconnaissance satellites, instead of 
having to carry everything on board. 

In keeping with the secrecy surround- 
ing the plane, neither of the two competing 
teams is prepared to discuss their bids or 



A BATTLE over voting rights, pitting the 
state against company boards and 
many investors, is raging among French 
companies. The biggest fight of all involves 
Renault, a carmaker with global ambi- 
tions. According to the so-called Florange 
law adopted in 2014, after March 2016 listed 
French firms must begin granting double 
voting rights to investors who have held 
registered shares for at least two years-un- 
less two-thirds of shareholders have voted 



why they should prevail in any detail. Such 
reticence may not survive the awarding of 
the contract. Although the air force is striv- 
ing to make its decision as protest-proof as 
possible, neither Boeing nor Northrop is 
likely to take defeat quietly. Northrop is still 
smarting from Boeing’s lobbying triumph 
over the ic-46 tanker programme, in which 
a plane that many military analysts con- 
sidered superior ended up losing. 

The Pentagon likes to share work 
around so as to ensure there is continued 
competition for contracts to provide mili- 
tary gear, especially complex ones such as 
this. In the case of the B-3 it has explicitly 
ruled out taking such concerns into ac- 
count when choosing between the two 
contenders. That may be because it realises 
that whichever it selects, it will deal a dev- 
astating blow to the other. The days when 
America had a choice of combat-plane 
suppliers are coming to an end. ■ 



against this rule. The provision aims to 
counter “short-termism” by encouraging 
more loyalty between investors and com- 
panies. It will also, fortuitously, allow a 
government intent on selling down some 
of its stakes in domestic companies to re- 
tain its influence over them while banking 
the cash. 

Renault’s outraged boss, Carlos Ghosn, 
is particularly worried that suddenly dou- 
bling the voting clout of the state will upset ►► 
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► its Japanese partner, Nissan, which holds 
15% of Renault’s capital but no voting 
rights. The government, determined to de- 
feat the board’s resolution to retain one 
vote for one share, has temporarily raised 
its stake from 15% to 19.7% in time for a meet- 
ing of Renault shareholders on April 30th. 
The outcome was too close to call as The 
Economist went to press. 

Multiple voting rights are no novelty in 
France. Even before the passage of the new 
law, 22 of the companies in the CAC-40, the 
French blue-chip index, had such arrange- 
ments, according to PhiTrust, an invest- 
ment fund that, along with Proxinvest, a 
proxy-advisory service, has helped to 
organise opposition to the Florange law. 
Various ways of altering the proportional- 
ity between voting rights and the underly- 
ing share of ownership are common across 
Europe and elsewhere, even though many 
pundits, and most institutional investors, 
think that this short-changes some share- 
holders. What is new in France is that dou- 
ble voting rights are suddenly the default 
position. The remaining, French-domi- 
ciled CAC-40 firms that have up to now 
had one vote per share are scrambling to 
sort themselves out before the law’s provi- 
sions come into force. 

Of those firms in which the state has no 
stake, only one has so far ended up with 
double voting rights for long-term inves- 
tors. On April 17th over half of the share- 
holders in Vivendi, a media conglomerate, 
voted to stick with one vote per share, but 
they were short of the two-thirds majority 
required. Vincent Bollore, Vivendi’s chair- 
man, increased his holding from just over 
10% to almost 15% for the event, reinforcing 
his control over the group. 

In contrast, at Vinci, a construction firm, 
L’Oreal, a cosmetics giant, and Unibail 
Rodamco, a property firm, shareholders 
have seen off the introduction of double 
voting rights, bnp Paribas and Credit Agri- 
cole, both banks, are likely to do the same 
in May, as are Air Liquide, an industrial- 
gases company, and Capgemini, a consult- 
ing firm. (Swimming against the legislative 
current, Legrand, an electrical-equipment 
maker, will propose to its shareholders on 
May 29th that they move back from a dou- 
ble- to a single-vote regime.) 

Things are different at companies 
where the state has a stake and can throw 
its weight around to ensure its new law is 
applied. Shareholders at Veolia, a water 
utility, failed to secure the supermajority 
needed to override Florange on April 22nd. 
Engie, an energy giant that is changing its 
name from gdf Suez, went the same way 
on April 28th; the state owns a third of the 
capital and Engie is thought to be near the 
top of its assets-for-sale list. Few expect 
Orange, France’s biggest telecoms com- 
pany which is 25%-owned by the state, to 
vote down Florange at its shareholders’ 
meeting on May 27th, whatever happens 



in Renault’s vote. 

For those who thought the French gov- 
ernment had thrown off its old interven- 
tionism in appointing a more liberal eco- 
nomic team in 2014, the zeal with which it 
is pursuing double voting rights and its 
own interests, especially at Renault, is 
alarming. But France is not alone in ques- 
tioning whether the governance rules in 
their current form are producing robust 
companies able to plan for the future, or 
desperate ones sucking up to short-term in- 
vestors who are apt to trade and run. 

Italy adopted its own, much milder Flo- 
range law in 2014, removing a decades-old 
prohibition on multiple voting rights 
(though Italy allows plenty of other mech- 
anisms for big shareholders to enhance 
their control) and letting companies give 
long-term shareholders extra voting pow- 
er. Its “growth decree” was designed main- 
ly to persuade owners of family firms that 
they could list on the stockmarket, and 
thus raise capital to expand, without hav- 
ing to give up control. A number of Italian 
companies, including Campari, a drinks- 
maker, have changed their statutes to give 
extra votes to long-term investors. 

Similar changes may sweep across Eu- 
rope. On May 7th a committee of the Euro- 
pean Parliament will debate changes to the 
Shareholders’ Rights Directive of 2007. 
Among them will probably be a proposal 
to make all eu countries take at least one of 
four steps to reward investors who hold 
shares for two years: extra voting rights, tax 
incentives, loyalty dividends or loyalty 
shares. The principle of equal rights for all 
shareholders is under attack. ■ 



Generic drugs 

Much ado about 
something 

Worries are growing about the effects 
of dealmaking among generics firms 

T he plot is worthy of a Shakespearean 
comedy. Teva is in pursuit of Mylan. But 
Mylan dislikes its suitor and runs away to 
declare its love for Perrigo, while seeking a 
poison pill in case it is forced to marry Teva. 
Perrigo, though, rebuffs Mylan. With many 
suitors, Perrigo is holding out for a better of- 
fer-perhaps even from Teva itself It may 
not be quite midsummer but the unfolding 
drama featuring three generic-drug makers 
could well run until then. 

This week Mylan, based in the Nether- 
lands, rejected a $40 billion bid from Teva, 
of Israel, arguing that it “lacks industrial 
logic”. To be on the safe side it has enacted 
a poison-pill defence against hostile take- 
over. Combining the world’s largest gener- 
ic-drug maker, Teva, with the third-largest. 



I The cheaper alternative 
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Mylan, would create a company with 
around $30 billion in annual revenues 
and, Teva says, $2 billion in cost savings. As 
part of its plan to escape Teva’s clutches, 
Mylan has made three successive takeover 
offers to Perrigo, a smaller Irish rival, only 
to be spurned each time. Perrigo now 
seems likely to attract interest from other 
companies. 

For Teva the merger would, besides 
bringing many economies of scale, allow it 
to put more effort into copying hard-to- 
make “biologics”-an increasingly impor- 
tant class of drugs that are manufactured 
inside animal cells or micro-organisms 
such as bacteria. It would also increase the 
firm’s global reach. Although Teva already 
distributes its products in 100 countries, a 
merger with Mylan would deepen its oper- 
ations in some regions, particularly Asia- 
Pacific, says Kathleen Davenport of Deci- 
sion Resources Group, a health-care con- 
sulting firm. (The merged company would 
have to make some divestments to satisfy 
the competition authorities.) 

The merger proposals have triggered 
speculation that consolidation could cause 
the price of generic drugs to rise. All 
around the world, health-care providers 
are keen on buying cheaper generic copies 
of branded drugs whose patents have ex- 
pired. In big emerging markets such as In- 
dia, spending on drugs in general is grow- 
ing fast, because of a combination of 
population growth, programmes to in- 
crease public access to health care and new 
medicines, and governments’ economic- 
stimulus measures. Generics are getting an 
even bigger share of drugs spending than 
in richer countries (see chart). 

But prices are a topic of great concern in 
the rich world, too, especially in America, 
thanks to some surprising spikes in the cost 
of some generics. According to Express 
Scripts, a drug wholesaler, the price of di- 
goxin, a treatment for congestive heart fail- 
ure, went up by 1,127% last year. This was 
because, for a period, only two companies 
were making it. Pricing concerns have trig- 
gered a recent congressional investigation 
as well as a forthcoming review by the De- 
partment of Health and Human Services. ►► 
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► There is no consensus among analysts 
as to the effects that mergers such as that of 
leva and Mylan, if it happens, will have on 
drug prices. Michael Waterhouse at Mor- 
ningstar, an investment-research firm, says 
the risk of consolidation leading to higher 
prices for generics is low, because the barri- 
ers to entry are too small. “Eye-popping” 
increases, such as that for digoxin, are gen- 
erally isolated events, he says. So far, at 
least, the overall trend for generics prices 
has been downwards. Express Scripts’ pre- 
scription-price index shows that whereas 
the average price for branded medications 
in America has risen by 127% over the past 
seven years, the average for generics is 
down by 63% over that period. 

However, Michael Earr, the ceo of Earr, 
Miller 8? Washington, an investment-man- 
agement firm (which holds a position in 



W HY Volkswagen’s chairman, Eerdi- 
nand Piech, failed to remove its chief 
executive, Martin Winterkorn, is unclear. 
Most observers reckon that the pair fell out 
over vw’s strategy but are astounded that 
the wily Mr Piech (pictured, centre), a 
member of the family that controls the 
German carmaker, was forced to resign on 
April 25th, instead of pushing out Mr Win- 
terkorn (pictured, right). What is obvious is 
that, in his 22 years as the firm’s ceo and 
then chairman, Mr Piech’s obsession with 
making it the world’s biggest and best car- 
maker has left it with some significant 
weaknesses, in its original vw brand and 
in the American market. 

Having got rid of the group’s previous 
CEO, Bernd Pischetsrieder, in 2006, 
through a combination of a public snub 
and a behind-the-scenes campaign, Mr 
Piech probably reckoned the same trick 
would work again. In a recent interview in 
Der Spiegel, a news magazine, he said he 
was “at a distance” from Mr Winterkorn. 
But other members of the group’s supervi- 
sory board backed the ceo. 

Mr Piech’s defeat leaves Mr Winterkorn 
in pole position to succeed him as chair- 
man of the supervisory board, a powerful 
body which appoints the carmaker’s exec- 
utives and must approve big decisions on 
strategy. The question is what Mr Winter- 
korn might now do differently. 

In many respects Mr Piech leaves the 
company on a high. By building factories 
across the globe and making a string of ac- 
quisitions, from Bentley, a maker of luxury 



Perrigo), observes that consolidations in 
the generic industry are an effort to create 
both scale and negotiating power with 
purchasers of drugs. This is why, he says, 
the markets have rewarded consolidators 
through increases in their share prices. Ms 
Davenport, meanwhile, thinks a Teva-My- 
lan merger has the potential to lead to high- 
er generic prices in the short-to-mid term. 

Such debates matter. Generics have 
succeeded in bringing down the overall 
cost of medicines, by providing competi- 
tion to branded drugs. Although the barri- 
ers to entry for new generics firms are low, 
they are not non-existent. Getting the ap- 
provals needed to make and market drugs 
is not a trivial matter. So it is important for 
antitrust authorities to keep an eye on the 
generics firms, to ensure their romancing 
does not go too far. ■ 



cars, to Scania, a lorry-builder, he has 
made Volkswagen the second-largest vehi- 
cle maker in the world, behind only 
Toyota. Last year it turned out more than 
10m vehicles and made record net profits 
of €10.8 billion ($12 billion). 

This relentless pursuit of scale is likely 
to end. Attention will turn instead to tun- 
ing some underperforming bits of the busi- 
ness. vw relies heavily on its premium 
Audi and Porsche ranges for its profits, and 
thus is vulnerable to a downturn at the top 
end of the market. Eirst-quarter results 
published this week showed that operat- 
ing margins on the humbler cars that bear 



the vw badge-which account for almost 
half of the group’s sales by volume-were a 
worse-than-expected 2%. 

vw hopes to boost these margins to 6%, 
around the group’s average. But this will be 
hard. A €5 billion ($5.6 billion) cost-cutting 
plan for vw-branded cars is under way, 
and the company is introducing across the 
group the mob, a modular “platform” that 
will allow it to make the underpinnings of 
two-fifths of all its cars from one set of 
parts. That should eventually save money, 
though it is proving more expensive than 
expected to implement. 

But shifting work from vw’s German 
factories to foreign ones, or cutting the 
group’s huge research budget, would be al- 
most impossible for Mr Winterkorn, and 
whoever succeeds him as ceo, to push 
through. The state of Lower Saxony has a 
20% share of the votes on the supervisory 
board, and thus a veto on strategic deci- 
sions under a law passed when the firm 
was privatised in i960. Unions also have 
representation on the board (a union man 
is acting as chairman until Mr Piech’s suc- 
cessor is chosen). Both are likely to resist 
any big job cuts in Germany. 

Eixing its problems in America will be 
just as tough, vw’s share of the world’s 
second-biggest market, already paltry, is 
falling. Its range of sport-utility vehicles 
(suvs), the fastest-growing style of car 
there, is limited, and has not set pulses rac- 
ing. vw is belatedly launching what Mr 
Winterkorn calls “the biggest suv offen- 
sive in the company’s history”. Changing 
perceptions of the brand in America will 
be a longer and more difficult task. 

Investors hoping that Mr Piech’s depar- 
ture signals an even more radical shift in 
strategy look set for disappointment, how- 
ever. The board may simply have chosen 
to back Mr Winterkorn, in his late 60s, rath- 
er than Mr Piech, over a decade older, be- 
cause the younger man is a better long- 
term bet on things carrying on as before. ■ 




The exit is over there. Dr Piech 
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Driven out 



The carmaker’s domineering chairman leaves, but his successor would have 
trouble changing direction 
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Food manufacturing 

Slimming down 



CHICAGO 

America’s pro cessed-food makers are having to adapt to declining popularity 



44 T WILL miss treating my ear infections 

X with the Buffalo Ranch McChicken,” 
quipped Jon Stewart recently on “The 
Daily Show”. After sending up McDon- 
ald’s announcement that it would phase 
out its use of chicken that had been fed 
with antibiotics, the television satirist lam- 
pooned a decision by the Academy of Nu- 
trition and Dietetics to let Kraft put the 
academy’s “Kids Eat Right” logo on its Sin- 
gles slices, a “prepared cheese product”. 
That decision was reversed days later. 

After decades of rising sales and high 
popularity, makers and sellers of pro- 
cessed food are under pressure not just 
from comedians but from policymakers, 
campaigners for “real” food and an in- 
creasingly sceptical public. In February Mi- 
chelle Obama said she had long banned 
processed food from the presidential fam- 
ily’s table, in particular Kraft’s macaroni 
and cheese, one of its biggest sellers. Last 
month the company said it would remove 
the artificial colouring that gives the pro- 
duct its neon-orange glow. On April 28th it 
announced flat sales and a 16% fall in net 
profits, year on year, in the first quarter. Mc- 
Donald’s, having replaced its boss in 
March because of poor sales, said on April 
22nd that they were still falling. 

Just as restaurants promising more “nat- 
ural” ingredients have been winning cus- 
tomers from McDonald’s in recent years, 
Kraft and other American processed-food 
makers have lost out to smaller food firms 
peddling healthier fare. At the same time, 
consumers who are less choosy about in- 
gredients have become more picky on 
price, switching to supermarkets’ own-la- 
bel foods (see chart). Some big food firms 
are cutting back. In January General Mills, 
maker of Pillsbury chocolate-chip cookies 
and Totino’s frozen pizza, among other 
things, announced factory closures and 
job cuts. PepsiCo has just finished a three- 
year process to cutup to 8,700 jobs, or 3% of 
its global workforce. 

Americans’ growing interest in healthi- 
er, simpler fare is providing opportunities 
for all sorts of startups. Family farms had 
been going out of business for decades, but 
now new ones are being founded, promis- 
ing organic, locally grown produce. Kind, 
which makes fruit and nut snacks, has 
gone from nothing to annual sales of more 
than $ioom in ten years. Even more im- 
pressively, Chobani, a maker of Greek- 
style yogurt, has gone from nowhere to 
sales of $1.3 billion in the same period. 
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One way in which the processed-food 
giants are reacting is by reformulating their 
products to answer worries about synthet- 
ic ingredients. Just as Kraft is promising 
with its macaroni, so Nestle, the world’s 
biggest food firm, is pledging to remove all 
artificial flavours and colours in more than 
250 types of chocolate sold in America. 
More recently PepsiCo said it would re- 
move aspartame, an artificial sweetener, 
from Diet Pepsi sold in America. Its arch-ri- 
val Coca-Cola is promoting Coke Life, a 
fizzy drink that contains stevia, a natural, 
no-calorie sugar substitute. 

But this strategy is not without risks. 
Stevia has a slightly bitter aftertaste that 
may put off some drinkers. And in 2010, 
when Campbell’s reduced the salt in its 
soup, customers rebelled, forcing it to add 
some back. Its soups’ market share in 
America continued to fall. 

An increasingly popular, albeit expen- 
sive, alternative for the food giants has 
been to buy small but fast-growing 
healthy-food brands. In 2012 Campbell’s 
bought Bolthouse Farms, which makes or- 
ganic juices; a year later it took over Plum 
Organics, a maker of baby food. In 2013 
Coca-Cola bought Innocent, a maker of 
fruit smoothies. Last year General Mills 



bought Annie’s, an organic-food firm. 

If the decline in processed foods’ popu- 
larity continues, two further strategies- 
consolidation and cost-cutting-will be- 
come more prevalent. Since they bought 
Heinz for $28 billion in 2013, Warren Buf- 
fett’s Berkshire Hathaway and 30 Capital, 
an investment firm with Brazilian roots, 
have swung the axe at its head office and 
factories. Last year, although Heinz’s sales 
fell by nearly 5%, its earnings before inter- 
est, taxes, depreciation and amortisation 
(ebitda) rose by almost 35%. 

In March Mr Buffett and 3G announced 
that they were buying Kraft for $50 billion 
to merge it with Heinz. Although the talk in 
public is about the potential for boosting 
the sales of both firms’ brands, there will 
surely be a drive to apply the same “zero- 
based budgeting” approach to cost-cutting 
at Kraft that Heinz has undergone. Mon- 
delez, a snacks-maker spun off from Kraft, 
has also gone for zero-based budgeting: 
this week it announced improved operat- 
ing-profit margins, year-on-year, in its first 
quarter, despite a 10% fall in revenues. 

Mr Buffett and 30 are unlikely to be sat- 
isfied with just Heinz and Kraft, reckons 
Robert Moskow, a food-industry analyst at 
Credit Suisse: “I think they will keep con- 
solidating the industry.” Heinz and 3G say 
they are planning to cut the debt on their 
balance-sheet to three times ebitda in 
two years. At that point they will be ready 
to pounce on their next target. Last month 
Nestle’s chairman, Peter Brabeck-Let- 
mathe, told his shareholders that the two 
investors have “pulverised the food-indus- 
try market, particularly in America, with 
serial acquisitions,” and that their ruthless 
cost-cutting is having a “revolutionary im- 
pact” on other firms in the industry. 

They are not the only ones showing 
how much scope there is for trimming fi- 
nancial fat as well as the culinary sort from 
the processed-food business. Two years 
ago Dean Metropoulos and Andy Jhawar, 
two entrepreneurs, bought Hostess, the 
collapsed maker of Twinkles cakes. They 
got rid of inefficient factories and pumped 
investment into automated production 
and an improved distribution system. 
Now Americans are stuffing their faces 
with the gooey snacks once more. 

Hostility from regulators, campaigners 
and the media; declining popularity; con- 
solidation and cost-cutting. Processed food 
sounds like it has much to learn from to- 
bacco, an industry that has been shrinking 
for more than 50 years. “It won’t be as bad 
as tobacco, but a bumpy road lies ahead for 
Big Food,” predicts Alexia Howard of San- 
ford C. Bernstein, a research firm. As the 
cigarette-makers have consolidated and 
cut costs, they have managed to keep pro- 
fits up and share prices rising. Processed 
food may also become a steadily declining 
but still lucrative business offering guilty 
pleasures to those who cannot resist. ■ 
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Schumpeter Shredding the rules 



A striking number of innovative companies have business models that flout the law 




P IONEERING entrepreneurs have often had an uneasy rela- 
tionship with the law. America’s ruthless 19th-century “robber 
barons” believed it was easier to go ahead and do something, and 
seek forgiveness later, than to ask permission first. (It helps if you 
take the precaution of buying up the politicians who dispense the 
forgiveness.) The first carmakers had to battle against rules of the 
road that had been designed for the horse and cart. Britain’s 
“pirate” radio stations in the 1960s had to retreat to international 
waters to bring pop music to the masses. 

The tension between innovators and regulators has been par- 
ticularly intense of late. Uber and Lyft have had complaints that 
their car-hailing services break all sorts of taxi regulations; people 
renting out rooms on Airbnb have been accused of running un- 
licensed hotels; Tesla, a maker of electric cars, has suffered legal 
setbacks in its attempts to sell directly to motorists rather than 
through independent dealers; and in its early days Prosper Mar- 
ketplace, a peer-to-peer lending platform, suffered a “cease and 
desist” order from the Securities and Exchange Commission. It 
sometimes seems as if the best way to identify a hot new com- 
pany is to look at the legal trouble it is in. 

There are two big reasons for this growing friction. The first is 
that many innovative companies are using digital technology to 
attack heavily regulated bits of the service economy that are ripe 
for a shake-up. Often they do so by creating markets for surplus 
labour or resources, using websites and smartphone apps: Uber 
and Lyft let people turn their cars into taxis; Airbnb lets them rent 
out their spare rooms; Prosper lets them lend out their spare cash. 
Conventional taxi firms, hoteliers and banks argue, not unrea- 
sonably, that if they have to obey all sorts of regulations, so 
should their upstart competitors. 

The second is the power of network effects: there are huge in- 
centives to get to the market early and grow as quickly as possible, 
even if it means risking legal challenges. Benjamin Edelman of 
Harvard Business School argues that YouTube owes its success in 
part to this strategy. When it launched in 2005, it was one of doz- 
ens of video sites competing for both content and viewers. Some, 
such as Google Video, diligently screened each video for copy- 
right infringement. YouTube was more risk-taking, waiting for 
copyright owners to complain before taking down videos. The 



strategy worked: Google bought it for $1.65 billion in stock in 
2006; and YouTube, which has just celebrated its tenth anniversa- 
ry, is now huge, whereas many early rivals have faded away. 

Advocates of the strategy calculate that, by providing a better 
service than incumbents, and by portraying their critics as de- 
fenders of vested interests, they can mobilise public opinion and 
get the rules changed, or interpreted, in their favour. They can also 
rely on politicians’ desire to appear forward-thinking. Last year 
Eric Pickles, a British government minister, announced the scrap- 
ping of restrictions on short-term lettings in response to the rise of 
Airbnb and similar services. “The internet is changing the way 
we work and live, and the law needs to catch up,” he said. Innova- 
tive companies that put growth before legal niceties have money 
to spend on pr and lobbying. Airbnb has sponsored the New 
York marathon; Uber has hired David Plouffe, formerly one of 
Barack Obama’s leading advisers, as head of policy. 

But the strategy can be risky. Napster, an early music-sharing 
site, was crushed by lawsuits, even though its efforts paved the 
way for Apple’s legal downloading service, iTunes. It is particular- 
ly perilous in financial services, where regulators will crack 
down at the merest whiff of impropriety. Prosper was once Amer- 
ica’s biggest peer-to-peer lender, and Lending Club a distant sec- 
ond. Prosper dashed for growth, initially ignoring the sec’s warn- 
ings, whereas Lending Club shut down its operations for months 
while its founder figured out a way to comply. That helped Lend- 
ing Club, which is now a listed firm, to overtake Prosper, whose 
fortunes revived only when its founder was ousted. 

There is also the risk that those who do business with the rule- 
flouting companies may suddenly decide that it suits them to up- 
hold the law after all. In California lawsuits have been filed by 
some Uber and Lyft drivers, arguing that they should be classified 
not as mere contractors but as employees-and thus be entitled to 
have their petrol and maintenance costs reimbursed-because 
the companies impose all sorts of petty rules on them, as if they 
were indeed employees: how clean their cars must be, what they 
can say to passengers, and so on. 

On the straight and narrow 

Such legal perils mean that companies need to be capable of piv- 
oting rapidly to a new strategy if they cannot get the law changed 
in their favour. YouTube did so: although it got its start in life 
through people posting copyright-infringing clips, it now makes 
its living by sharing advertising revenue with people who post 
clips they have created themselves. There may be a lot of such 
pivoting ahead as disrupters are forced to explain themselves in 
court. The judge presiding over the Lyft lawsuit has noted that, in 
being asked to decide whether its drivers are employees or con- 
tractors, “the jury in this case will be handed a square peg and 
asked to choose between two round holes.” 

Uber and Lyft are probably now well-enough established to 
be able to compete on the basis of convenience and quality even 
if they are forced to treat their drivers as employees. MyClean, an 
app that provides house-cleaners on demand in New York, has 
replaced its contract workers with employees, having concluded 
that it can provide a better service to its customers with a better- 
trained and more stable workforce. But for more fragile firms, it 
would be better still if legislators and regulators responded to the 
emergence of so many innovative, law-testing businesses by rev- 
ving themselves up to internet speed and adapting their rule 
books for the digital age. ■ 
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MEXICO CITY 

Investors take a century-long bet on boom-and-bust Mexico 



Investment in Mexico 

The 100-year view 



AT THE beginning of April international 
/^investors made two whopping bets by 
snapping up the first ever loo-year bond 
denominated in euros. The first bet was 
that the euro would still exist a century 
from now No bookie would give short 
odds on that. The second was that the issu- 
er, Mexico, which suffered three long cy- 
cles of boom and bust in the past century, 
would continue to be creditworthy for the 
next 100 years. 

Mexicans, whose country has, as one 
economic historian puts it, lived longer in 
moratoria than with access to capital mar- 
kets, reacted with bemusement. A typical- 
ly gloomy columnist predicted that, since 



Mexico will have run out of oil by 2115, it 
will have to sell off the country’s extrem- 
ities to repay the bondholders. 

Foreign creditors are more bullish. Over 
the past five years they have extended the 
equivalent of more than $5 billion of 100- 
year bonds to Mexico in three currencies: 
dollars, sterling and now euros. It is the 
only country to have tapped the so-called 
centennial market since China and the 
Philippines in the 1990s, and it has done so 
at relatively low yields-of 6.1% on its dollar 
bond in 2010 and just 4.2% on its euro bond 
last month. Those are extraordinarily good 
terms given Mexico’s distinctly spotty 
credit record (see chart), which raises two 



questions. How has Mexico managed to 
pull off this “sale of the century”? And 
what are the chances of investors, or their 
grandchildren, getting their money back? 

The answer to the first question is a 
combination of salesmanship and timing. 
The finance ministry’s bright, American- 
educated technocrats know how to attract 
attention from investors who may not 
have considered Mexico before. The euro- 
denominated bond, for instance, was sold 
largely to insurance companies and annu- 
ity firms. One advantage of its long life, for 
borrower and creditors alike, is that it helps 
avoid the sort of overcrowded redemption 
schedules that contributed to Mexico’s 
debt crises in 1982-83 and 1994-95. 

But in an era when the yields on the 
bonds of many rich countries are negative, 
Mexico’s main selling-point is a relatively 
high return for a borrower that last year re- 
ceived an “a” rating from Moody’s. On the 
day Mexico issued its euro-denominated 
centennial bond, Switzerland sold a ten- 
year bond at a negative yield-a first. 

Mexico also stands out from other ►► 
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► emerging markets in several ways. Al- 
though the halving of the oil price has hurt 
the public finances, the peso has done bet- 
ter than many of its peers. Agustin Car- 
stens, the governor of the central bank, 
says Mexico has an “arsenal” of $195 billion 
of international reserves and a $70 billion 
credit line from the imf in case of financial- 
market volatility. That has helped to attract 
outsiders: foreigners hold 2.2 trillion pesos 
($144 billion) of domestic debt. 

The government has further impressed 
investors by tightening its belt before times 
get tougher. It has cut spending in an elec- 
tion year and is attempting to implement a 



string of reforms aimed at bolstering com- 
petition in areas like energy and telecom- 
munications that have the potential to at- 
tract large sums of foreign direct 
investment. “Mexico is a bright spot 
among emerging markets. It is one of the 
few countries that has been fixing the roof 
while the sun shines,” says Andrew Stan- 
ners of Aberdeen Asset Management, a big 
investment fund. 

So why are few Mexicans so sanguine? 
Gerardo Esquivel of El Colegio de Mexico, 
a university, describes the government’s 
approach with a different home-improve- 
ment analogy. He likens it to “putting a 



bright coat of paint on the exterior of the 
house, while the inside is rotting away”. 
The problem, he says, is that the 20 years of 
macroeconomic stability and flexible ex- 
change rates that have endeared Mexico to 
foreign creditors have been accompanied 
by meagre, narrowly based growth that de- 
pends heavily on exports. 

Growth in output per person has aver- 
aged about 1% a year since 1995. Poverty 
levels have remained stagnant. President 
Enrique Pena Nieto initially promised his 
reforms would bring annual growth of 
5-6%; his government has since had to low- 
er its forecasts repeatedly. Private-sector ►► 
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Fifteen years of hurt 



Tech stocks were a bubble in 2000 but they are not this time-yet 



S tocks are the best investment for the 
long run. That is the common mantra 
among investment pundits. But the recent 
record high for the nasdaq, America’s 
tech-heavy equity index, ought to give in- 
vestors pause. Like the ftse 100 in Lon- 
don, it has taken 15 years for the nasdaq 
to surpass its previous high (see chart). 
Even so, that counts as a sprightly perfor- 
mance compared with Japan’s Nikkei 225, 
which still trades at only half its 1989 peak. 

Such statistics make it hard to argue 
that “there are no such things as bubbles”, 
as the occasional economist still con- 
tends. A very high stockmarket valuation 
implies the expectation of rapid growth 
in future profits. The average price-earn- 
ings ratio of the nasdaq back in 2000 
was more than 150. In other words, if pro- 
fits did not rise, a shareholder would have 
had to wait for well over a century to re- 
coup his original investment. 

Perhaps investors were thinking of 
their great-great-great-grandchildren, but 
that was not how it seemed at the time. 
Technology companies were expected to 
take over the world and drive “old econ- 
omy” firms out of business; their profits 
would soar as a consequence. Some tech 
companies have indeed performed fan- 
tastically well, as Apple’s latest set of 
bumper profits show. 

The problem in 1999-2000 was that 
everyone thought they were going to 
make money out of the internet. This 
prompted lots of bright graduates to set 
up their own dotcom company with a 
plan to exploit some niche. Such enthusi- 
asm created its own demand for tech pro- 
ducts: the new firms needed routers, desk- 
tops and access to fibre-optic cables. That 
boosted tech earnings for a while. 

But it also meant that some sectors 
were extremely crowded and competi- 
tive. This made it more difficult for tech 
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companies to make money. Earnings 
crashed after 2000, rather than rising as in- 
vestors had anticipated. It was not until 
2010 that the earnings per share at nas- 
daq companies regained the level record- 
ed back in 1997. 

Ealtering firms were bought up by their 
competitors; three-quarters of the compa- 
nies that made up the nasdaq at the end 
of 1999 are no longer listed. It is a familiar 
theme from history: the biggest profits do 
not always flow to the pioneers. Two of 
NASDAQ’S current giants, Google and Eace- 
book, had not even gone public by 2000. 

Another “rational” explanation for 
high stockmarket valuations is that inves- 
tors are prepared to accept lower returns 
going forward, as values revert to the 
mean. But that is not what happened at the 
turn of the century. The nasdaq rose by 
86% in 1999 and investors piled in, hoping 
to get a piece of the action. They expected 
annual percentage gains in the double dig- 
its. Eor a while, their enthusiasm bid share 
prices higher. But as soon as investors lost 
confidence, the losses were brutal. 

This time around, valuations look 
much more reasonable. The price-earnings 



ratio is 26, and the market’s progress has 
been steadier, rather than exponential: 
the latest doubling in share prices has tak- 
en more than three years. Russ Koesterich, 
a strategist at BlackRock, a fund-manage- 
ment group, points out that tech stocks 
comprise only 20% of the overall Ameri- 
can market by value, compared with 30% 
back in 2000. 

Biotech is one sector where there are 
signs of overenthusiasm (up by more 
than 50% over the past 12 months), al- 
though this in part reflects the emergence 
of some genuinely promising new drugs. 
Andy Acker of Janus, another fund man- 
ager, cites the Sovaldi treatment for hepa- 
titis c made by Gilead: sales in its first year 
were $10.3 billion, compared with con- 
sensus forecasts of $1 billion. Many of 
these drugs are specifically intended to re- 
place expensive alternative treatments. 
This gives companies more predictable 
earnings. The maker of one such drug, 
Celgene, told investors that its earnings 
would increase by 23% a year all the way 
to 2020. 

Of course, it is not hard to imagine a re- 
turn of the bubble mentality. It may al- 
ready have emerged in the world of start- 
ups and venture capital. A few more years 
of zero interest rates and negative bond 
yields, which force investors to seek high- 
er returns from riskier assets like equities, 
and who knows what might happen. 

But as yet, there is nothing like the 
sense of euphoria that marked out 1999- 
2000. Investors are not focused on finan- 
cial news (cNBC’s 2014 ratings were the 
lowest since 1995); workers are not quit- 
ting their jobs to indulge in day trading. 
That is one good thing about living 
through a bubble: it is easier to spot the 
signs next time. 
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► economists think growth will average 3.8% 
over the next decade, according to a poll 
from the central bank. 

The strength of Mexico’s exports to 
America-especially cars-has not translat- 
ed into booming domestic demand due to 
decades of miserly wages, economists say 
A huge, unproductive informal sector and 
general lawlessness also drag the economy 
down. The “pressure cooker effect” of low 
growth, low wages and rising inequality of 
income and opportunity could explode, 
according to Mr Esquivel. “The Pena Nieto 
administration doesn’t understand this. 
They still talk in terms of trickle-down.” 

The government disputes this. Alejan- 
dro Diaz de Leon, the finance ministry’s 
point man on the latest 100-year bond, ac- 
knowledges that Mexico has underper- 
formed in terms of growth. “Productivity, 
job creation and wealth creation are the 
key issues for the future,” he admits. But he 
says the president’s reforms aim to address 
them. Moreover, he argues, the lessons 
learned from Mexico’s past booms and 
busts are so embedded among politicians 
and officials that there is little chance of a 
slide back into financial chaos. He points to 
Mexico’s independent central bank, open 
financial markets and free-trade agree- 
ments as guarantors of stability. 

Demography is another card played by 
the optimists. A whopping 46% of the pop- 
ulation is under 25. Luis de la Calle, an un- 
characteristically upbeat Mexican econo- 
mist, says this alone could turn Mexico 
into one of the world’s biggest economies 
within the next few decades. He believes 
that the country will soon rue its 100-year 
issuance at 4%, because it will be able to 
borrow far more cheaply. “We’ll prepay 
that bond, no doubt,” he says. 

Whether countries repay their debts 
comes down to questions of political will 
as much as economic performance, how- 
ever. Some fret that Mexico’s past will re- 
turn to haunt it. The country inherited a 
habit of default from the Spanish empire, 
which reneged on its debts more than a 
dozen times between the 16th and 20th 
centuries. Mexicans have also alternated 
repeatedly between an embrace of global- 
isation and a reversion to an inward-look- 
ing nationalism. 

For the first decade of the 20th century, 
for instance, international bankers threw 
money at Mexico because of its macroeco- 
nomic stability, its railway boom and a glo- 
bal liquidity glut. Then came the murder- 
ous revolution of 1910, which erupted 
partly because the fruits of that prosperity 
had not been shared. Mexico defaulted on 
its debt in 1914. It was shut out of capital 
markets for most of the next three decades. 
It did not become a big borrower again un- 
til the 1970s. For bondholders to get their 
money back in 2115, Mexico must defy its 
history and remain open to trade and for- 
eign capital. ■ 



Managing bank balances 

Deposits go 
walkabout 

NEWYORK 

A startup puts idle money through its 
paces 

O VER $13 trillion is sitting in American 
bank accounts and money-market 
funds, earning little or no interest. If con- 
sumers were even marginally more de- 
manding, they could earn tens of billions 
of dollars in extra returns. That is the pre- 
mise behind MaxMyInterest, a year-old 
electronic service aimed at slothful but 
yield-hungry savers. It offers to move mon- 
ey from banks that want to shed deposits, 
and that therefore pay savers low interest, 
to ones in need of them, and so willing to 
pay more. At the same time, it makes sure 
that each account holds no more than 
$250,000, the maximum amount insured 
by the government, providing not just 
higher returns, but risk-free ones. 

The average interest paid on deposits in 
America is a microscopic 0.09% a year, ac- 
cording to BankRate, a data firm. MaxMy- 
Interest’s clients receive 0.75% to 1.05%, 
with a weighted average of almost 1%. That 
may seem small, but it amounts to $2,000 
a year for every $250,000 account, and 
should rise considerably whenever the 
Federal Reserve starts to raise rates. (At a 
meeting this week the central bank left 
rates unchanged, but it is still expected to 
start lifting them later this year.) 

So far JPMorgan Chase, Citibank, First 
Republic, Wells Fargo and Bank of Ameri- 
ca-all titans of American banking-are 
working with MaxMyInterest to shift ex- 
cess cash out of the accounts of willing cus- 
tomers. Meanwhile, Barclays, ge Capital, 
American Express, Ally Financial and Cap- 
ital One 360 (formerly ing Direct) have 
signed up to receive money. Each side of 
the transaction has its own incentives to 
take part. The recipients want more depos- 



its to fund lending: equipment leases in 
ge’s case, car loans in Ally’s, and credit 
cards for the others. MaxMyInterest allows 
them to raise money cheaply, and there- 
fore to make more loans, without having to 
build a network of branches. 

The incentive to co-operate for the 
banks relinquishing cash is more complex. 
They fear that a customer with more than 
$250,000 in his account might open a new 
one elsewhere, to benefit from deposit in- 
surance. The second bank, in turn, might 
start offering the customer lucrative ser- 
vices such as wealth management. To 
avoid such competition, the first bank 
would rather steer the extra cash to less 
threatening internet-only outfits. 

Such an approach also defuses a regula- 
tory problem. Regulators require big banks 
to hold especially high amounts of liquid 
assets against uninsured deposits. But 
banks earn next to nothing on these invest- 
ments, making such deposits unprofitable. 
In response, big banks have begun discou- 
raging them by levying fees and the like. 
That annoys their best customers. Steering 
such deposits through MaxMyInterest al- 
lows the banks to save money while ap- 
pearing more concerned with their cus- 
tomers’ fortunes than their own. 

The idea of getting around the cap on 
deposit insurance is not a new one. A firm 
called Promontory Interfinancial Network 
distributes companies’ cash in $250,000 
chunks to banks throughout America, for 
instance. But if outfits like MaxMyInterest 
succeed in steering a significant amount of 
deposits to the specialist lenders in need of 
them, it could spell trouble for money-mar- 
ket funds in particular. They only came 
into being, after all, thanks to the caps on 
deposit rates that applied until the 1980s. 
They are not explicitly insured, and cur- 
rently offer minuscule returns. 

Big banks should beware, too. They 
may benefit at the moment, but the spread 
of such services will make it easier for sav- 
ers to shop around for higher rates. That 
would squeeze banks’ margins, and per- 
haps even change their funding models. ■ 
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The rouble 

The worst is yet to 
come 

Don’t mistake a stronger rouble for a 
Russian economic recovery 

R USSIA’S currency, the rouble, had a ter- 
rible 2014. As oil prices collapsed and 
Western sanctions bit, export revenues 
slumped. Nervous investors pulled $150 
billion from the country. As a result, the 
rouble lost about half its value against the 
dollar (see chart). But over the past few 
months, it has climbed out of its trough. 
Russian bonds and stocks have done well, 
too. The Central Bank of Russia (cbr) has 
been cutting interest rates-an unthinkable 
prospect just a few months ago. On April 
30th it lowered its main rate from 14% to 
12.5%. All this, some say, is proof that inves- 
tors are too pessimistic about the Russian 
economy. They are wrong. 

Oil prices have risen slightly since the 
start of the year. That is helpful for an econ- 
omy where the stuff provides half of all ex- 
ports. The cheaper rouble has buoyed ex- 
ports, too. A new deal to end the 
Russian-backed insurgency in Ukraine, 
signed in February, has also made inves- 
tors less jittery. 

Nonetheless, the rouble’s strength is a 
puzzle, since in many ways the Russian 
economy looks worse than it did in De- 
cember. Inflation, at 16.9%, is 5.6 percentage 
points higher, a jump that would normally 
spur depreciation. Real wages are tum- 
bling fast. The foreign-exchange reserves 
of the CBR have fallen by about $30 billion 
so far this year, and by $130 billion since 
this time last year. The imp thinks that the 
economy will shrink by 4% in 2015-and it 
is a relative optimist. 

Economic fundamentals cannot ex- 
plain the rouble’s strength, but the cbr’s 
behaviour may do. Last year, as the rouble 
collapsed, it launched a $50 billion scheme 
to lend dollars to companies at a conces- 
sionary rate. That was especially useful in 
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December, when Russian firms faced a 
mound of debt repayments. This year Rus- 
sian firms, with fewer foreign bills to pay, 
have used the cheap dollars to invest in 
much higher-yielding Russian assets, says 
Timothy Ash of Standard Bank. The effect 
has been to bolster the rouble and other 
Russian assets. On April 20th, however, the 
CBR put a stop to this “carry trade” by mak- 
ing the loans more expensive, halting the 
rouble’s appreciation. 

What next for the volatile currency? 
Things do not look good. Russian firms still 
have around $100 billion of external debt 
maturing this year. Since the rouble re- 
mains weak, and their cash reserves have 
dwindled, repayment may be difficult. 
Wonks at Capital Economics, a consultan- 
cy, think that the Russian state will have to 
help out again. However, Anders Aslund 
of the Peterson Institute, a think-tank, esti- 
mates that the cbr only has about $150 bil- 
lion of liquid foreign-exchange reserves at 
its disposal. Add in a big government defi- 
cit and high capital outflows, and within a 
few months reserves will be much lower. 
The Kremlin may then be tempted to try to 
pay off foreign debt by printing roubles to 
buy foreign currency. If that happens, ex- 
pect much more upheaval. ■ 



Gold prices 

Buried 



Russia is buying gold, but few others are 

U NCERTAINTY is supposed to lift the 
gold price. But neither upheaval in the 
Middle East, nor the travails of the euro 
zone, nor startlingly loose monetary policy 
in the rich world is brightening the spirits 
of those who swear by bullion. After a big 
rally during the financial crisis, the price 
has sagged to about $1,200 an ounce, a 
third below its peak in 2on. Little seems 
likely to turn it round. “We’ve seen every- 
thing gold bugs could hope for: endless 
money printing, 0% interest rates (both 
short-term and long-term adjusted for in- 
flation), rising debt and debt ratios in the 
public and private sectors. . .So where’s the 
damn hyperinflation?” asks Harry Dent, a 
newsletter publisher, in a recent blog post. 

The biggest pressure on the gold price 
comes from the expectation that interest 
rates in America will rise later this year. 
Matthew Turner of Macquarie, a bank, 
says that low interest rates cut the opportu- 
nity cost of owning gold. Higher interest 
rates, by contrast, raise the cost of holding 
non-interest-bearing assets. Mr Turner 
thinks expectations of rising rates are al- 
ready built into the gold price; if they do 




An ever more marginal existence 



not materialise as quickly as expected, 
there could even be a rally. 

That cannot come soon enough for gold 
producers. Nikolai Zelenski, the boss of 
Nordgold, which has mines in Africa and 
the former Soviet Union, says that half of 
all producers have negative cashflow. 
Some are heavily indebted, too. If the price 
does not rise, production could fall on a 
scale not seen since the two world wars. 

Gold bugs are determinedly optimistic. 
Gold is priced in dollars, so the fact that it 
stayed stable while America’s currency 
was rising (making gold more expensive 
for buyers in foreign currencies) is cause for 
cheer. Chinese consumers are buying 
more gold, after a sharp decline sparked 
partly by an anti-corruption campaign. So 
are Indians, the world’s biggest consumers 
of gold, after the government removed re- 
strictions on imports last year. Yet the fact 
remains: gold is in a rut. 

One reason may be that investors have 
so many more options nowadays. Humble 
citizens who distrust their own currencies 
can buy assets ranging from shares to bit- 
coins. Laurence Fink, the chairman of 
BlackRock, the world’s biggest asset-man- 
agement firm, said in March that gold had 
“lost its lustre”, thanks to the wider avail- 
ability of property and even contempo- 
rary art. “It’s become much more accessi- 
ble for global families worldwide to store 
wealth outside their country.” 

The main exception to the trend is Rus- 
sia, where the central bank has been a no- 
table buyer of gold, tripling its holdings 
since 2005. It bought 30 tonnes in March 
alone, bringing its hoard to 1,238 tonnes. 
The Kremlin’s growing stockpile does not 
so much reflect a belief in gold’s prospects, 
however, as a distaste for the American 
dollar. Whatever Vladimir Putin’s other 
qualities, most investors would hesitate to 
take him on as a financial adviser. ■ 
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Asian bond markets 

The calm before 
the tantrum 



HOCHIMINHCITY 

South-East Asian bond markets have 
performed well recently. But tests loom 

I NVESTORS in bonds want high returns 
and stability. In recent years South-East 
Asian bond markets have offered both. 
Yields on ten-year government bonds aver- 
age 7.8% for Indonesia, 6.7% for Vietnam, 
and around 4% for Malaysia and the Philip- 
pines-far above what is on offer in the rich 
world. Inflation is low and budget deficits 
are either manageable or non-existent. Lo- 
cal currencies have lost less value against 
the dollar than most in emerging markets. 

Erom 2005 to 2014 annual bond issu- 
ance from Indonesia, Laos, Malaysia, the 
Philippines, Singapore, Thailand and Viet- 
nam rose from $38 billion to $109 billion, 
according to Dealogic, a financial-data 
firm. Corporate-bond issuance more than 
tripled, from $20 billion to $78 billion, al- 
though most firms in the region still rely on 
banks for borrowing. Home-grown institu- 
tions such as pension funds and insurers 
are starting to emerge and invest. And for- 
eigners are taking more of an interest too: 
between 2009 and 2014 foreign ownership 
of local-currency bonds more than dou- 
bled in Indonesia and Malaysia, and more 
than quintupled in Thailand (see chart). 

But some worry that the good times are 
about to stop rolling. Taimur Baig, Deut- 
sche Bank’s chief economist for Asia, fears 
that capital flows to emerging markets 
have peaked, “and the next phase could be 
subject to volatility and outflows.” Two 
fears prompt such concerns. The first is the 
effect of a strengthening dollar, which will 
make servicing dollar-denominated debt 
more expensive, and could push foreign in- 
vestors in local-currency bond markets to 
demand higher yields to offset any losses 
from sliding exchange rates. 

During the Asian financial crisis in 
1997-98, lots of firms in the region failed 
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Deutsche Bank 

That’s it? 

Germany’s biggest bank tweaks its strategy 



C ORPORATE bosses hope for a bump 
in their share price when they pre- 
sent a new five-year plan. Deutsche 
Bank’s leaders had no such luck on April 
27th: their “Strategy 2020” was met by a 
10% tumble over three days, reversing a 
six-week climb propelled by expectations 
of a more radical overhaul. 

Deutsche’s new tack is to do a little 
less of most things. Postbank, a German 
retail bank it only finished buying in 2012, 
will be spun off through a relisting. Deut- 
sche will leave up to ten of the 70 coun- 
tries it does business in. Its dominant 
investment bank will be trimmed a little, 
too. Instead, it will invest more in its 
asset-management arm. 

The board of Deutsche had been 
mulling a far more daring plan to split the 
bank in two: a staid retail lender includ- 
ing Postbank and Deutsche’s own-brand 
branches on one hand, and an emanci- 
pated investment bank on the other. On 
the face of things that should have ap- 
pealed to regulators, who have pushed 
lenders to isolate “casino-like” activities 
from their deposit-taking arms. Their 
refusal to allow Deutsche to use Post- 
bank’s deposits to fund its investment 
bank undermined the entire rationale for 
its purchase-hence the reversal. 

But regulators do not seem to like the 
idea of a European version of Goldman 
Sachs, either. Even fans of the idea admit 
that a stand-alone investment bank 
would probably have struggled to pass 
stress tests designed to gauge banks’ 



when their dollar debts became too expen- 
sive to service as local currencies fell. Eew 
expect a disaster on a similar scale this 
time. Philipp hotter of Moody’s, a rating 
agency, notes that South-East Asian firms 
issuing dollar-denominated debt tend to 
be well hedged, either naturally, through 
dollar-denominated revenue, or with fi- 
nancial instruments. Many have issued 
bonds without trouble over the past few 
months, even as the dollar leapt. The aver- 
age emerging-market corporate bond cur- 
rently yields 5.6%, according to Bloomberg, 
another data firm-a full percentage point 
below last year’s high. 

The second and related fear stems from 
the Eed’s looming rate rise. In 2013, after 
Ben Bernanke, then the chairman of the 
federal Reserve, raised the prospect of 
tightening monetary policy, emerging mar- 
kets saw sell-offs, sharply higher yields, vo- 
latility in their currencies and reduced cap- 
ital flows. Christine Lagarde, boss of the 



ability to withstand a downturn. Regu- 
lators are not keen on banks with too 
little diversity in earnings, and income 
from investment banking is especially 
volatile. That seems to have left Deutsche 
with few options. 

Investors were also disappointed by 
the lack of detail, for example on €3.5 
billion ($3.9 billion) of promised cost cuts 
(the bank promises minutiae within 90 
days). Other concerns are also weighing 
on them, not least the opening of a trial 
on April 28th in which Jurgen Eitschen, 
Deutsche’s co-chief executive, is among 
those facing prison for allegedly mis- 
leading a court over the bank’s role in the 
collapse of the Kirch media empire in 
2002. He denies the charges. 

Another long-running case has been 
put to bed. On April 23rd Deutsche 
agreed to pay $2.5 billion to settle Ameri- 
can and British regulators’ claims it had 
fiddled libor, a key interest rate, for six 
years until 2010. Anshu Jain, Deutsche’s 
other boss, was a higher-up at the in- 
vestment bank at the time, but was not 
ousted as part of the deal, as other bank 
bosses have been. 

But putting the fine behind it does not 
mean a rosier financial future for Deut- 
sche. The bank is cutting its target for 
return on equity by about a third, amid 
hints that regulators are giving it less 
leeway in the way it assesses the risk- 
iness of its assets. Whichever way you 
look, regulators’ desires are trumping 
those of managers and investors. 



International Monetary Eund, recently 
warned that a hike in American interest 
rates may lead to another “taper tantrum”. 
Among South-East Asian markets, Indone- 
sia was hit particularly hard in 2013; its 
heavy reliance on external finance and de- 
clining exports due to weak commodity 
prices leave it vulnerable. 

Indonesia’s foreign-currency reserves 
are higher and its current-account deficit 
lower now than they were then. What is 
more, the Eed has given ample warning 
that rate rises are coming; it has signalled 
that they will probably be modest and gra- 
dual. Jahangir Aziz of JPMorgan Chase, a 
bank, believes there will be less disruption 
than in 2013. “The surprise element has 
come down significantly,” he says. But not 
everyone has his faith. Yields on Indone- 
sia’s ten-year bonds have risen from 6.9% to 
7.5% since March, and foreign ownership 
of government bonds in general has fallen 
by two percentage points. ■ 
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Making rules about compulsory purchases of land is especially tricky in developing countries 




W HEN Tata Motors wanted to build a factory for the Nano, a 
cheap “people’s car”, the Indian state of West Bengal seized 
1,000 acres (400 hectares) of farmland on its behalf at Singur, just 
up the motorway from Kolkata. The state government invoked a 
colonial-era law to forcibly acquire the plot in 2006 from 13,000 
landholders, many of them unwilling sellers. Protests against the 
purchase continued even as the factory was being built. Tata 
eventually fled. Narendra Modi, then the chief minister of Guja- 
rat, offered it a way out by providing it a factory-ready plot there. 

The Singur protests have come back to haunt Mr Modi, who is 
now India’s prime minister. They led to a new law in 2013 which 
set arduous terms for coercive land purchases. Mr Modi is trying 
to relax these rules for certain categories of project, such as rural 
infrastructure, industrial parks and low-cost housing. It is now his 
government that faces protests from farmers. Yet if India is to be- 
come richer, it needs to be able to build roads and factories. 

The economic case for allowing the state to acquire property 
by coercion starts with the Coase theorem, named for Ronald 
Coase, a Nobel prize-winning economist, which says that private 
bargaining should produce ideal results for society if property 
rights are well defined.* Yet the costs of such bargaining-verify- 
ing the quality of the asset, say, or legal fees to make the transac- 
tion ofhcial-are rarely low enough to allow for an efficient out- 
come, as Coase himself emphasised. This is all the more so where 
property is fragmented, as it was at Singur. 

The problem is not restricted to land or other physical goods. 
New medicines and electronic gadgets can also be delayed or 
never made because of “patent thickets”, a term coined in the 
1970s to denote clusters of intellectual-property rights. Such log- 
jams long predate the electronic age. In the early years of aviation 
it was nearly impossible to build an aeroplane in America be- 
cause of the number of different patent-holders involved, writes 
Michael Heller in his book, “The Gridlock Economy”. 

Economists and legal scholars have justified forced purchases 
when the transaction costs of stitching together many small prop- 
erties are too high for a deal to be reached by consensus. More 
precisely, it can be used to overcome the power of so-called hold- 
outs. A theoretical model set out in a paper published in 2011 by 
Thomas Miceli and Kathleen Segerson of the University of Con- 



necticut shows that when a buyer has to negotiate in sequence 
with sellers of contiguous plots of land, the price at each succes- 
sive sale will rise. Landholders know the project cannot proceed 
unless the buyer acquires all the plots he needs. The more he ac- 
quires, the greater the cost of abandoning the proj ect. The ransom 
those yet to sell can demand increases accordingly. 

Because of the holdout problem, investments that have big 
public benefits will often be stymied unless a sale is forced. Laws 
in many countries, therefore, allow for the compulsory purchase 
of property (known as “eminent domain” in America), as long as 
those affected are justly compensated. But in developing coun- 
tries, where markets for land in particular are often more regulat- 
ed, less liquid and more corrupt than in the rich world, determin- 
ing the appropriate compensation can be difficult. 

Moreover, an optimal law would have at least one more safe- 
guard. A transaction is efficient in the strictest sense only if it 
makes some better off while leaving no one worse off. Eorced sell- 
ers presumably place a higher value on their property than the 
market price: were that not so, they might already have sold it vo- 
luntarily. Ideally, compensation should reflect this additional val- 
ue. In company takeovers, after all, shareholders are usually paid 
a premium to give up their rights. Such a premium would discour- 
age excessive use of eminent domain. 

India’s current land-acquisition law is simultaneously too 
strict to pave the way for desirable projects and too lax to protect 
property owners. Eorced land purchase requires the consent of at 
least 70% of affected landholders and must also pass a social-im- 
pact test. Compensation must be twice the market value for ur- 
ban plots and four times for rural land. Mr Modi wants to ditch 
the consent and social-impact clauses for certain projects be- 
cause of the delays involved. He has a point. As Maitreesh Ghatak 
of the London School of Economics and Parikshit Ghosh of the 
Delhi School of Economics point out, if farmers are adequately 
compensated, consent is largely irrelevant. 

The price is wrong 

Yet compensation in India is based on recent land sales, which 
are likely to be far lower than the true value of a property due to 
India’s distorted market. The direct sale of farmland to industry is 
banned in several states and tricky in many others; instead, land 
is often sold by a farmer in distress to another farmer. Prices are 
under-recorded to escape high stamp duty. Appraisal is often 
crude, if not corrupt. A study of the Singur purchase by Mr Gha- 
tak and others found that, though compensation was on average 
close to market value, landowners with superior plots were of- 
fered too little. 

As long as farmers in India believe they might be ripped off, 
protests against land purchases by the state are likely to continue. 
A way to counter this, say Messrs Ghatak and Ghosh, is to invite 
offers to sell from landholders in a plot required for development, 
but also from landholders close by. A farmer within the bounds 
of the development who did not accept the price determined by 
such an auction could instead be given a nearby plot as compen- 
sation. These nearby plots would not be subject to the holdout 
problem as they are not essential to the project. It is not a perfect 
solution to India’s land-acquisition issue. But it is a better one. ■ 



* Studies cited in this article can be found atwww.economist.com/eminentdomainl5 
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Dealing with rogue drones 

Copping a ’copter 



In the hands of criminals, small drones could be a menace. Now is the time to think 
about how to detect them and knock them down safely 



O N APRIL 22nd a drone carrying radio- 
active sand landed on the roof of the 
Japanese prime minister’s office in Tokyo. 
It was the latest of a string of incidents 
around the world involving small drones. 
Last year more than a dozen French nuc- 
lear plants were buzzed by them. In Janu- 
ary one crashed on the White House lawn. 
In February and early March several were 
spotted hovering near the Eiffel tower and 
other Parisian landmarks. Later in March 
someone attempted to fly one full of drugs 
(and also a screwdriver and a mobile 
phone) into a British prison. The employ- 
ment of drones for nefarious, or poten- 
tially nefarious, purposes thus seems to 
have begun in earnest. It is only a matter of 
time before somebody attempts to use a 
drone, perhaps carrying an explosive pay- 
load, to cause serious damage or injury. 
The question for the authorities is how to 
try to stop this happening. 

The French government is already tak- 
ing the issue seriously. In March, it held 
trials of anti-drone “detect and defeat” sys- 
tems. These trials used two sorts of drone 
as targets. One was fixed-wing aeroplanes 
with a wingspan of up to two metres. The 
other sort was quadcopters-miniature he- 
licopters that have four sets of rotors, one at 
each corner, for stability. The results have 
yet to be reported. 



Detecting a small drone is not easy. 
Such drones are slow-moving and often 
low-flying, which makes it awkward for ra- 
dar to pick them up, especially in the clut- 
ter of a busy urban environment. “Defeat- 
ing” a detected drone is similarly fraught 
with difficulty. You might be able to jam its 
control signals, to direct another drone to 
catch or ram it, or to trace its control signals 
to find its operator and then “defeat” him 
instead. But all of this would need to take 
place, as far as possible, without disrupting 
local Wi-Fi systems (drones are often con- 
trolled by Wi-Fi), and it would certainly 
have to avoid any risk of injuring innocent 
bystanders. 

Bringing down quads 

One company which thinks itself up to ful- 
filling the detection part of the process is 
DroneShield, in Washington, dc. This firm 
was founded by John Franklin and Brian 
Hearing after Mr Franklin crashed a drone 
he was flying into his neighbours’ garden 
by accident, without them noticing. He re- 
alised then how easily drones could be 
used to invade people’s privacy and how 
much demand there might be for a system 
that could warn of their approach. 

DroneShield’s system is centred on a 
sophisticated listening device that is able 
to detect, identify and locate an incoming 
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drone based on the sound it makes. The 
system runs every sound it hears through a 
sonic “library”, which contains all the 
noises that are made by different types of 
drone. If it finds a match, it passes the de- 
tected drone’s identity and bearing to a hu- 
man operator, who can then take whatever 
action is appropriate. 

Other ways of detecting drones are also 
under investigation. Despite the shortcom- 
ings of radar. Blighter Surveillance Sys- 
tems, based near Cambridge, Britain, is 
having a go. Conventional radars, which 
search for things by looking for shifts of po- 
sition, are not good at spotting slow-mov- 
ing objects like drones. Blighter’s approach, 
based on a radar developed to spot human 
intruders who are crawling along the 
ground to evade detection, employs the 
Doppler effect instead. It can tell how fast, 
and in which direction, something is mov- 
ing by comparing the frequency of the ra- 
dar beam it emits with that of any reflec- 
tion it receives. The Doppler effect means 
the beam’s frequency rises when it 
bounces off an approaching object and 
falls when it returns from a receding one. 
Once the radar notices something moving, 
it passes the information to a human oper- 
ator who can take a look with a camera or 
(if it is night time) a thermal-imaging de- 
vice, to determine whether the object is a 
drone or a bird. 

Detecting an incoming drone, then, 
seems possible. But that does not solve the 
problem of what to do when you find one. 
You could try to jam its controls in any of 
several ways. A crude but effective one is to 
flood the radio frequency the drone is op- 
erating on-or even the entire radio spec- 
trum- with a signal of high enough power 
to cancel out the drone’s control signal and ►► 
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► cause it to crash. Such a crash, though, 
would be uncontrolled and so might result 
in damage or injury. Moreover, a spectrum- 
wide jamming signal could do a lot of oth- 
er harm. 

A more sophisticated approach, drone 
spoofing, involves the spoofer sending 
fake GPS signals specifically to the drone. If 
these are more powerful than the real 
thing, they can be used to feed false naviga- 
tion information to the drone’s computer, 
causing the craft to change course or crash 
in a place of the spoofer’s choice. Surpris- 
ingly, no one seems to be developing this 
commercially as a drone defence (at least, 
no one is admitting publicly to doing so). 

An even cleverer idea is to hijack not 
just a drone’s navigation but its entire con- 
trol system. One person working on this is 
Sarny Kamkar, a security researcher fam- 
ous in computer-hacking circles for devis- 
ing, in 2005, the fastest-spreading worm 
program of all time (within 20 hours of its 
release it had inserted the text “but most of 
all, samy is my hero” into the MySpace pro- 
file pages of im people). Skyjack, the result 
of Mr Kamkar’s drone-related delibera- 
tions, subverts the controls of one of the 
most popular sorts of drone, the Parrot 
quadcopter, of which more than 700,000 
have been sold. 

Skyjack is itself a drone. It is a Parrot 
modified by the addition of a specially pro- 
grammed Raspberry Pi (a commonly avail- 
able miniature computer), a battery and 
two wireless transmitters. It seeks the sig- 
nals of any other Parrot in the neighbour- 
hood and hijacks that drone’s wireless 
connection by issuing a command to dis- 
connect from the device controlling it. This 




creates what Mr Kamkar calls a zombie 
drone. The hijacker can then fly the zombie 
wherever he wishes, and also watch its 
video feed. 

If a target drone’s controls prove unsub- 
vertible, though, it may be necessary to ap- 
ply brute force. A shotgun or a rifle can be 
effective against a drone (indeed, the richer 
sort of sports shooters are starting to use 
drones as an alternative to clay pigeons). 
But shooting drones down, or knocking 
them out of the sky with interceptor “killer 
drones” (which has also been tried) comes 
up, once more, against the problem that 
you do not know where a disabled drone 
is going to land. 

Net benefits 

An alternative is to try to catch and retrieve 
the target. That is the approach adopted by 
Malou Tech, a Parisian firm. Malou’s hexa- 
copter, the mp200, can be fitted with a dan- 
gling net that entangles its prey (see photo- 
graph) and brings it back for examination. 
Doing this requires a skilful ground con- 
troller, but Malou has set up a drone school 
to train people in the art. 



Even better, though, would be to re- 
trieve the human operator behind a 
drone-and that is what eca Robotics, in 
Toulon, is trying to do. Once its drone, the 
IT180, has located a rogue device, tran- 
sponders on it can track the intruder’s con- 
trol signal back to a source up to 700 metres 
away, which the drone then photographs. 
This means that even if the operator is able 
to make a getaway, there will still be evi- 
dence that may identify him and which 
can be used in court if he is prosecuted. 

Whether any or all of these ideas will 
prove good enough to set up real air de- 
fences against drones remains to be seen. 
But the only other approach on offer at the 
moment is to create areas of restricted air- 
space around obvious targets and require 
manufacturers to incorporate them into 
the software of commercial drones as pro- 
hibited GPS locations. That hardly seems 
likely to deter a determined adversary. So 
far, prison-smuggling aside, the irregular 
use of drones seems to have been intended 
mainly to carry out slightly anarchic prot- 
ests. Sooner or later a drone will be used 
for something more sinister. ■ 



Drones and the law 

Jail birds 



SEATTLE 

One American state is proposing a hard line on drone-associated crime 



D irect action against drones (see 
previous story) is one way to deal 
with those that are up to no good. In part 
of the United States, however, politicians 
propose to go after drone operators too, 
by making the use of a drone to commit a 
felony an aggravating action. A bill now 
being steered through Washington’s state 
legislature by Pam Roach, a state senator, 
would create an offence of “nefarious 
drone enterprise”. 

So far, Mrs Roach’s proposal has 
passed votes in both houses of the legis- 
lature, winning the support of Democrat 
representatives and senators as well as 
that of her fellow Republicans. If she can 
succeed in attaching it to a forthcoming 
vote on the state’s budget, it could be- 
come law within weeks. 

If that happens, anyone convicted of 
using an unmanned aerial vehicle to 
plan or carry out a felony would auto- 
matically have a year in prison tacked 
onto his sentence. Nefarious drone en- 
terprise would thus join such activities as 
carrying a firearm (up to five years extra), 
trying to outrun a police car (one year) or 
being armed with a crossbow or hunting 
knife (at least six months). 

Mrs Roach fears drones may be used 
to smuggle drugs into prisons, to help 
burglars scout empty houses or to enable 
poachers to track the state’s protected 



herds of Roosevelt elk. Not everyone, 
though, is convinced of the need for the 
law. Arguing against it, Paul Strophy a 
local defence lawyer, notes that, unlike 
carrying weapons or travelling at speed 
to escape a police car, drones do not 
themselves create much additional risk 
to the public, so their mere involvement 
in a crime should not be a reason for 
additional punishment. 

Nor would the penalty apply to 
crimes that were misdemeanours, rather 
than felonies. Yet that would exclude 
many illegal activities in which drones 
might play a part, such as the surrepti- 
tious recording of conversations. Con- 
versely, the law could have perverse 
effects in some not particularly serious 
offences that happen to count as felonies. 
At the moment, for example, peeping 
toms in Washington typically get a sen- 
tence of ten weeks. Peeping with a drone 
would multiply this by six. 

Mrs Roach’s answer to the misdemea- 
nour question is that she hopes, if her 
proposal does pass, that it will be extend- 
ed in the future to cover them, too. “A 
year in jail is appropriate,” she says, “and 
my intent is for it to apply to the commis- 
sion of any crime.” Drone operators 
whose aircraft inadvertently take pic- 
tures of skinny-dipping neighbours had 
better be prepared for the worst. 
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Germ-line gene therapy 

To the crack of 
doom 

Scientists in China have just crossed one 
of biotechnology’s red lines 

ABOLISHING beta thalassaemia is a no- 
/^ble goal. This inherited blood disease, 
which can cause severe anaemia and con- 
sequent organ damage, sometimes fatal, is 
a scourge to those who suffer it. And abol- 
ished it could be, if the broken gene that 
causes it (which is called hbb and encodes 
part of the haemoglobin molecule) were it- 
self to be abolished. 

That is not an abstract thought. A new- 
ish DNA-editing technique called crispr/ 
Cas9 is able, at least in principle, to make 
precise changes in particular genes. Sever- 
al groups of researchers are trying to work 
out a way to use it to clear up beta thalas- 
saemia in individual sufferers, by geneti- 
cally modifying the stem cells which gen- 
erate red blood corpuscles. But it is 
theoretically possible to go further. 

By modifying hbb in a fertilised 
egg (known technically as a zy- 
gote), and letting that zygote de- 
velop into a human being, you 
would abolish the disease not 
only in the resulting individ- 
ual but also in his or her 
“germ line”-the line 
of descent. By doing 
this, though, you 
would create one of the 
bugaboos of bioethics: a ge- 
netically modified human. 

That controversial pros- 
pect has just been the subject 
of a real experiment. Huang Jun- 
jiu of Sun Yat-sen University in 
Guangzhou, China, and his col- 
leagues have published, in Protein & 

Cell, a report of an attempt to edit hbb, as 
a proof of principle, in non-viable zy- 
gotes. The attempt failed. But it yielded les- 
sons that might make a subsequent try 
more successful. 

CRiSPR/Cas9 is a large bit of molecular 
machinery (see picture) derived from a 
bacterial defence system that chops up the 
DNA of invading viruses. In nature, it re- 
cognises DNA sequences that are foreign to 
the bacterium, but the recognition mecha- 
nism can be modified to search for any giv- 
en sequence and cut the dna there. If this 
is done to a gene in an animal or plant cell, 
the cell will try to repair itself using the oth- 
er copy of the gene present (for there is one 
from each parent) as a template. That pro- 
cess can be subverted by injecting an artifi- 
cial template of the desired dna sequence, 
which is then used as a model for repair. 

Dr Huang and his colleagues tried this 



on HBB with 86 zygotes they had obtained 
from local fertility clinics. These zygotes 
were unviable because each had been fer- 
tilised by two sperm. They were, neverthe- 
less, suitable for experiment. 

Of the 86, 71 survived the procedure 
and 54 of these were tested to see if it had 
worked. In 28 the dna had indeed been 
cut by CRiSPR/Cas9 and then repaired by 
the cell. In only four of these cases, though, 
had the artificial template been used for 
the repair. On top of this. Dr Huang found 
that there were many “off-target” muta- 
tions in other parts of hbb, or in other, simi- 
lar genes, which would have caused seri- 
ous damage if expressed in an actual 
human being. 

On the face of things, then, the experi- 
ment did not work. But even failure can 
provide lessons. Knowing which bits of 
DNA are susceptible to off-target modifica- 
tion, for example, might allow the ap- 



proach to be refined. Moreover, Dr Huang’s 
team are probably not alone in their en- 
deavours. A report in Nature says at least 
four groups in China may be working on 
human germ-line modification. 

The controversial nature of the work 
also led to the paper’s actual publication 
being a cloak-and-dagger matter. Though 
neither journal has commented, rumours 
suggest Dr Huang offered it to Nature and 
Science (generally regarded as the world’s 
premier research journals), but both 
turned it down. Meanwhile Protein & Cell, 
the work’s eventual home, labels it as hav- 
ing been received on March 30th and ac- 
cepted on April 1st. That is a rapidity most 
researchers can only dream of ■ 



Genes and the placebo effect 

Are you easily 
pleased? 

The eflfectiveness of a placebo may 
depend on someone’s DNA 

G ive someone who is sick a sugar pill 
that you have told him is a powerful 
drug, and it will often make him feel better. 
Even if you tell him what it really is, he may 
still feel better. The placebo effect, as this 
phenomenon is known- from the Latin for 
“I shall please”-is one of the strangest 
things in medical science. It is a boon to 
doctors and a bane of those running clini- 
cal trials, who must take account of it in 
their designs. But how it works is obscure. 

Knowing that would open up a new 
field of medicine. If placebos could be ex- 
ploited rationally, perhaps in conjunction 
with functional drugs, better treatments 
might be effected. Drug testing, too, would 
be simplified, as trial designers were able 
select those more and less susceptible to 
the effect as the needs of the trial dictated. 
That would save effort, time and money. 

One thing that is known about the pla- 
cebo effect is that it involves several brain 
systems, each under the control of a partic- 
ular type of messenger molecule, called a 
neurotransmitter. These systems, like 
everything else in the body, are regulated 
by genes. This has led some researchers to 
ask whether different versions of the genes 
in question might modulate a person’s sus- 
ceptibility to placebos. 

A review of these researchers’ studies, 
published recently in Trends in Molecular 
Medicine by one of them, Kathryn Hall of 
Harvard Medical School, and her col- 
leagues, suggests genes do indeed seem to 
matter. Dr Hall looked for links between 
the placebo effect’s strength and certain 
mutations, known as single nucleotide po- 
lymorphisms (sNPs), in which a single 
DNA “letter” in a gene is changed. Altogeth- 
er she found 11 genes, in four neurotrans- 
mitter systems, where snps made a differ- 
ence. Eive were in the system mediated by 
dopamine, which includes the brain’s re- 
ward centres. Eour were in the system me- 
diated by serotonin, which regulates 
mood. And the opioid and endocannabi- 
noid systems had one each. 

As their names suggest, these two sys- 
tems are affected respectively by opium 
and its derivatives, and by cannabis and 
its. The other two are affected by cocaine, 
which blocks the retrieval of dopamine 
into nerve cells, thus increasing its power 
as a messenger; and Prozac, which has the 
same effect on serotonin, and is used as an 
antidepressant. It is not hard to imagine a 
similarity between the workings of these 
drugs and what happens in the brain ►► 
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► when the placebo effect is operating. 

The genes for which most placebo-re- 
lated SNP evidence exists encode enzymes 
called catechol-o-methyltransferase and 
monoamine oxidase. Both of these are 
parts of the dopamine system, and both 
are responsible for metabolising dopa- 
mine, and thus regulating the amount of it 
around. (Indeed, monoamine oxidase is 
the target of a second type of antidepres- 
sant, which has a different mechanism 
from Prozac.) People with different ver- 
sions of either of these genes experience 
the placebo effect to different degrees. 
These various versions, moreover, are all 
commonplace, suggesting differences in 



Sports technology 

Every step they take 



NEWYORK 



I N THE late 1990s Billy Beane, the general 
manager of the Oakland Athletics, a 
baseball club, made a radical change to the 
club’s recruiting methods: he decided to 
apply some science to them. Instead of re- 
lying on the instincts of scouts, he and his 
deputy Paul DePodesta, a statistically as- 
tute Harvard economics graduate, 
crunched candidate players’ numbers. 
Baseball is awash with such numbers, and 
the two men applied simple statistics to 
them to identify valuable players whom 
scouts had rejected, and who could thus be 
hired cheaply. The result transformed the 
club’s performance. Despite having one of 
the league’s lowest payrolls, it qualified for 
the post-season tournament run by Major 
League Baseball (mlb), the professional 
game’s organiser, for four years running. 

This success, which was the subject of a 
book (and later a film) called “Moneyball”, 
caused others to copy the method. Before 
long, teams had extracted all the informa- 
tion they could from the game’s traditional 
statistics. To produce even more accurate 
predictions, they would need better data. 
And the means to gather those numbers 
have now arrived, in the form of a system 
called Statcast developed specifically for 
baseball by mlb. 

Statcast can, pretty much, follow and re- 
cord everything that happens in a baseball 
game. It builds on earlier game-tracking 
technology, such as the Hawk-Eye system 
used in cricket, but is far more sophisticat- 
ed. It constantly logs the position of the 
ball and of every player on the field. It cal- 
culates the speed and curvature of a pitch, 
how rapidly the ball spins and around 
what axis, and how much faster or slower 
than reality that pitch appears to be to the 



placebo perception may be widespread. 

The studies Dr Hall drew on are all pre- 
liminary, so they are better regarded as 
pointers for further investigation than as 
prescriptions for action. But if such investi- 
gations confirm these results, it may be 
possible to predict, on the basis of a genetic 
test, whether someone will experience a 
strong placebo effect or not. That could al- 
low a doctor to lower the prescribed dose 
of a drug, if a strong placebo effect is ex- 
pected. It could also permit drug compa- 
nies conducting trials to exclude the place- 
bo-susceptible, and thus to get a better 
sense of the underlying efficacy of what is 
being tested. ■ 



hitter, based on the length of the pitcher’s 
stride. When the ball is hit, the system mea- 
sures how quickly it leaves the bat and 
how its path is affected by atmospheric 
conditions. It then tracks how long fielders 
take to react before moving, and the effi- 
ciency of their routes to the ball’s eventual 
landing spot. And it takes just 15 seconds to 
crunch these numbers and integrate them 
with video recordings. 

Statcast captures the information it 
needs by fusing data from two pieces of 
equipment. One follows the players. The 
other follows the ball. The player-follow- 
ing system is a stereoscopic camera array 




Track that, sucker 



developed by ChyronHego, an American 
graphics company. This sits behind third 
base and takes 30 snapshots a second. It 
cannot, however, track the ball as reliably 
as it tracks the players, for baseballs (which 
are white) are hard to see when they fly in 
front of similarly coloured backgrounds. 
To follow the ball, including measuring its 
spin using the Doppler effect (see “Copping 
a ’copter” earlier in this section), the mlb 
therefore turned to TrackMan, a Danish ra- 
dar firm. Their system had a hiccup when it 
turned out that the giant video screens 
without which no major-league baseball 
ground is complete were jamming it. But 
that has now been resolved. 

In theory, following the players and fol- 
lowing the ball in this way should provide 
all the data needed for statistical purposes. 
But Statcast is designed, in part, for televi- 
sion, and for that purpose yet another cam- 
era needs to be added to the mix. This 
watches the field as a whole, providing co- 
ordinates that map the radar and optical 
data onto broadcasters’ video feeds. And 
the result does indeed make for compel- 
ling TV. It permits commentators to illus- 
trate replays with dazzling visual displays. 
It was used this way for the first time on 
April 21st, by mlb Network, the sport’s pro- 
prietary cable channel. 

It is, though, the trove of information 
Statcast’s all-seeing eye delivers about 
how players play that most interests teams. 
They can use such data to make players 
better-for example, by telling a pitcher 
who cannot impart sufficient backspin to 
try a different grip-and to allocate re- 
sources more efficiently, such as moving a 
fielder with lightning-quick reflexes to 
third base, a position where such people 
are particularly valuable. 

Teams can also use Statcast to help with 
recruitment. In 2013, for example, the 
Houston Astros employed an analysis 
based on the TrackMan system to acquire 
an unaccomplished pitcher called Collin 
McHugh, because of his fast-spinning cur- 
veball. They then told him to throw that 
pitch far more often during the next sea- 
son, and he blossomed into a star. 

Who will have the opportunity to dig 
into Statcast’s numbers does, though, re- 
main to be decided. When a prototype ver- 
sion was launched in 2007 , mlb allowed 
anyone to download the raw data. That 
open-source approach led to a flurry of dis- 
coveries, many of which have become ac- 
cepted wisdom. It also helped teams iden- 
tify and hire promising analysts. Now, 
those teams with good analysts have an in- 
centive to pull up the ladder. They fear 
weaker rivals will free-ride on the work of 
the next generation of amateurs, reducing 
the edge that employing professionals 
gives. Rob Manfred, mlb’s commissioner, 
has promised fans “very good access” to 
Statcast. What that actually means re- 
mains to be seen. ■ 



A new tracking system could revolutionise understanding of baseball 




Books and arts 



The Economist May 2nd 2015 



73 




Ronald Reagan 

The great storyteller’s story 



An excellent new life of America’s 40th president, who died in 2004 



M ore than a decade after his death, 
Ronald Reagan still divides people. 
American conservatives revere him as 
practically a demigod. He shrank the state, 
rescued the economy and won the cold 
war; all Republican candidates must pay 
homage. The left dismisses him as malign 
and moronic-a B-movie actor who floated 
into the White House on an updraft of 
phoney charm, a man who snoozed 
during meetings, blew up the deficit and 
propped up unsavoury third-world des- 
pots from Argentina to Zaire. 

The truth is more interesting than the 
caricature, and H.W. Brands’s new biogra- 
phy tells the story as well as you could ask 
for in a single volume. A lucid and witty 
writer, Mr Brands lays out the facts in short 
chapters that bounce along like one of the 
“bare-fisted walloping action” films that 
Reagan once starred in. He has a talent for 
letting his sources speak for themselves. 
They include not only politicians and Rea- 
gan himself, but also his children, who 
were as neglected as those of any famous 
parent. Invited to speak at his adopted son 
Michael’s boarding school, Reagan failed 
to recognise his boy under a mortar board. 
“My name is Ronald Reagan. What’s 
yours?” he said. “Remember me?” came 
the sad reply: “I’m your son Mike.” 

The book covers Reagan’s acting ca- 
reer-a love affair with the camera that 
lasted a lifetime. Even his violent films 



Reagan: The Life. By H.W. Brands. 

Doubieday; 805 pages; $35 

often carried a simple moral message, such 
as that crime did not pay. “This was a criti- 
cal matter during the 1930s, when abun- 
dant evidence indicated that crime did 
pay,” observes Mr Brands. 

Reagan grew up a Democrat, in the Irish 
tradition, before drifting to the right. 
Paying income tax at a marginal rate of 
around 90% in the 1950s was painful, but 
more important was what he learned 
about capitalism while working for Gen- 
eral Electric (ge). As his film career faded, 
he was paid to host a television series 
sponsored by America’s biggest industrial 
firm and to give speeches at ge factories. 
As he toured the country by train, he read 
books about economics and history. 
Everywhere he went, people told him sto- 
ries of government meddling and how it 
hurt their businesses. He incorporated 
these stories into his act, and eventually 
came to realise that he was a Republican. 

Reagan was 69 years old when he be- 
came president-slightly older than Hillary 
Clinton will be in January 2017. He was, if 
anything, a more experienced politician, 
having run for president three times and 
served two terms as governor of Califor- 
nia. He was lucky in his choice of oppo- 
nents: Pat Brown, the sitting governor he 
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beat in 1966, once described a tsunami as 
“the worst disaster since I was elected”. 
Jimmy Carter, the sitting president he beat 
in 1980, presided over stagflation at home 
and humiliation abroad. But there was 
much more to Reagan’s rise than luck. 

He combined a firm belief in small 
government with an uncanny ability to 
make people like him: “Barry Goldwater’s 
doctrine with John E. Kennedy’s tech- 
nique”, as he was once described. He gov- 
erned more pragmatically than he spoke, 
Mr Brands observes. In California he com- 
promised with Democratic lawmakers to 
pass a moderate budget, welfare reform 
and a bill legalising abortion. 

As president, he raised taxes when he 
had to, despite vowing to cut them. He tus- 
sled with Democrats in Congress but even- 
tually reached deals to patch up Social Se- 
curity (public pensions), reform the 
immigration system and simplify the tax 
code. Modern-day Tea Partiers who hold 
Reagan up as an exemplar of conservative 
purity would be horrified at some of the 
things he actually did. After leaving the 
Oval Office, he even backed a gun-control 
bill named in honour of his press secretary, 
James Brady, who was crippled by an 
assassin’s bullet meant for Reagan himself 
Reagan’s foreign policy was straightfor- 
ward. He called the Soviet Union an “evil 
empire”, which it was. His strategy for the 
cold war was: “We win; they lose.” He 
knew that the Soviet state was rotting from 
within, and understood the power of ideas 
to hasten its demise. Looking at the Berlin 
Wall, he challenged the Soviet leader: “Mr 
Gorbachev, tear down this wall!” Two 
years later, joyful crowds did just that. 

Mr Brands argues that “the strength of 
Reagan’s approach to foreign policy as a 
whole was his weakness in policy toward 
the Middle East.” He kept his eye on the big ►► 



74 Books and arts 



The Economist May 2nd 2015 



► picture, but misjudged smaller problems. 
The killing in places like Lebanon was 
about local grievances, both ancient and 
modern, and could not be fitted neatly into 
a cold-war template. “It was no coinci- 
dence that the one president to make a last- 
ing mark on the Middle East was Reagan’s 
polar opposite”, Jimmy Carter, Mr Brands 
writes. Without his attention to detail, the 
Camp David peace deal between Egypt 
and Israel would never have been signed. 

“Reagan: The Life” contains little that 
will surprise professional historians, but 
lay readers will find it illuminating. Mr 
Brands recounts Reagan’s triumphs and 
the scandals even-handedly, and con- 
cludes that the Gipper’s achievements 
were comparable to those of Eranklin D. 
Roosevelt, the president who led America 
most of the way towards winning the 
second world war. ■ 



The history of revolution 

Aux armes, 
historiens! 



Revolutions Without Borders: The Call to 
Liberty in the Atlantic World. By Janet 
Polasky. Yale University Press; 371 pages; $35 
and £25 

R evolutionaries want to tear down 
walls. Between 1776, when America de- 
clared independence, and 1804, when Hai- 
ti at last threw off the yoke of Erench rule, 
the compartments and divisions of estab- 
lished power became everyone’s target. 
This book assiduously describes how, just 
as the doctrine of the universal rights of 
man seized the Western world, so too did 
an irrepressible iconoclasm. 

But what sets “Revolutions Without 
Borders” apart as a work of history is that 
Janet Polasky tears down walls, too: schol- 
arly ones. Instead of telling the usual hero- 
ic national story, she ranges wherever her 
wayfaring revolutionaries take her-to Par- 
is and Washington, but also to Poland, 
Sierra Leone and the Caribbean. Instead of 
confining herself to the deeds of valiant 
men, she also gives the stage to women 
and slaves. The result is a spectacle that 
conveys the thrill of the Enlightenment as 
well as the delirium of revolution. 

Ordinary people were hungry for new 
ideas and many of those ideas travelled on 
paper. Ms Polasky loosely marshals her 
material by type-one chapter is based on 
pamphlets, another draws on newspapers, 
a third is taken from diaries and so on. In 
the first year of the Erench revolution, 194 
new papers appeared in Paris and 90 in the 
provinces. In 1788 politics filled only 5% of 
Erench journals; a year later the share was 
two-thirds. And yet, although news was 



sought after, it would take weeks or 
months to reach far-flung outposts, which 
fuelled rumour and insubordination by 
commanders and diplomats unsympa- 
thetic to the line at home. 

Ms Polasky demonstrates how wander- 
ing radicals were also vital to the spread of 
ideas. She includes familiar names, like 
Thomas Paine, the Englishman who 
fomented revolt in the Americas before re- 
turning across the Atlantic to fight the good 
fight in continental Europe, but also lesser- 
known figures, such as Equiano Olaudah, 
who bought his freedom and wrote about 
the slave trade; Thaddeus Kosciuszko, who 
waged war in the Americas and returned 
to lead a doomed revolution in his native 
Poland; and Anna Maria Ealconbridge, 
chronicler of the miseries of the black 
pioneers who, with the backing of British 
abolitionists, tried to settle in Sierra Leone. 

This book is at its best in describing the 
effect of revolution on the slaves and free 
men and women in the Americas and the 
Caribbean. Slaves were not literate-the 
only one in Guyana who could read and 
write was executed in 1796-so the histori- 
cal record comes down from whites. 

Some whites tried to find reasons why 
universal theories did not apply or, failing 
that, lived in stunning contradiction. Yet 
notions of liberty and of the rights of man 
were intoxicating both to those suffering in 
bondage and also to non-whites, who, al- 
though free, enjoyed fewer rights than 
white landowners. Revolt was never far 
from the surface. Most of the slaves in 
Saint-Domingue, for instance, had been on 
the island for less than a decade and many 
had fought in African armies. When they 
rose up in 1791, they seemed to the whites 
to be alarmingly well organised. 

Sometimes the book’s pace slackens. 
Chapters based on novels and intimate let- 
ters are designed to show how the revolu- 
tionary spirit also spread inward-to mar- 




Hitting back 



riage and family life. But the claim remains 
vague and unsubstantiated. 

“Revolutions Without Borders” ends on 
a wistful note. The Erench Directoire, 
which ruled from 1795 until it came increas- 
ingly under the sway of Napoleon Bona- 
parte, dispensed with the revolution’s uni- 
versal character. Its armies in parts of 
Belgium, Germany, Italy and Switzerland 
became just another occupying force. In 
America the counter-revolutionaries en- 
sured that the country was hostile to fig- 
ures like Paine. As the walls went up again, 
Ms Polasky’s wandering revolutionaries 
were left with nowhere to call home. ■ 



New fiction 

A singular voice 



When the Doves Disappeared. By Sofi 
Oksanen. Translated by Lola Rogers. Knopf; 

320 pages; $25.95. Atlantic; £12.99 

B etrayal, secrecy and memory are the 
haunting themes of Soft Oksanen’s ac- 
complished new novel. Like her previous 
work, “Purge”, it features the history of 
Estonia at the moment when it was caught 
between Stalin’s hammer and Hitler’s 
anvil in the second world war. 

Most readers will start the book with 
only a hazy grasp of the intricacies of Baltic 
history-a brief but traumatic Soviet an- 
nexation followed by a selectively lethal 
German invasion, and then renewed Sovi- 
et occupation which lasted until 1991. But 
they will be gripped by the dilemmas it 
created for Estonians, and the ways they 
are resolved in the book: through bravery, 
hypocrisy and denial, leading to a mysteri- 
ous murder. The political and personal di- 
lemmas are elegantly echoed in a subplot 
involving sexual identity. 

Details are provided lightly: they tantal- 
ise rather than intrude (though a helpful 
glossary is provided at the end of the 
book). The title comes from the bitter 
winter when hungry German soldiers ate 
even the pigeons in the capital, Tallinn. 

Ms Oksanen’s characterisation is simi- 
larly sparse, but flawless. The abandoned 
and sex-starved Juudit takes a seemingly 
sympathetic Nazi lover. The ghastly and 
mendacious Edgar starts life as an anti- 
communist resistance fighter, collaborates 
enthusiastically with the Germans, and 
then becomes a Soviet propagandist, 
expertly libelling the anti-communist emi- 
gres for crimes which they did not commit, 
but which he did. 

Unlike “Purge”, “When the Doves Dis- 
appeared” does not stretch to the present 
day. The book ends in the mid-1960s, at a 
time when the restoration of indepen- ►► 
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► dence seemed the most hopeless dream. 
Readers are left wondering what hap- 
pened to the surviving characters, and 
whether justice and truth ever triumphed. 

The book reflects parts of Ms Oksanen’s 
own family history: she was born in Fin- 
land of an Estonian mother, whose family 
included both collaborators, resisters and 
bystanders. Secretiveness was every- 
where; she remembers being struck as a 
child by the timid euphemisms she heard 
when visiting her mother’s Estonian rela- 
tives-being deported to Siberia, for exam- 
ple, was being “sent to a cold place”. Ms 
Oksanen’s writing stems from puzzlement 
at two kinds of silence: the self-censorship 
Estonians practised in Soviet times, and 
the incuriosity of Finns about the plight of 
their neighbours and close linguistic and 
cultural cousins under Soviet rule. 

Some Estonians regard her rather sniffi- 
ly as an outsider, but Ms Oksanen’s 
insights and intuition mean she is fast 
becoming one of the foremost voices in the 
ex-communist world. ■ 



Biology 

Heart of the 
matter 



The Vital Question: Why Is Life the Way It 

Is? By Nick Lane. Profile; 360 pages; £25 

4 4 HERE is a black hole at the heart of 

X biology.” Grandiose openings like 
this are often a warning sign in popular sci- 
ence books, a signal that the author is try- 
ing to gussy up a collection of unremark- 
able observations. Not in this case. Nick 
Lane, a biochemist at University College 
London, knows whereof he speaks. His lat- 
est book is a persuasive, demanding at- 
tempt to answer some of the most funda- 
mental questions in biology. 

Science offers a broad overview of how 
life works, but many intriguing details re- 
main unclear. Mr Lane tackles some of 
them, including the origins of life, the con- 
nections between sex and death and what, 
if anything. Earth can tell us about the pos- 
sibility of life elsewhere. 

The book’s overarching argument is 
that life is a natural, chemical process, and 
therefore faces constraints imposed by the 
iron laws of physics or chemistry. Despite 
its spectacular surface diversity, those con- 
straints restrict its chemical underpin- 
nings, and that affects how life develops. 
Such considerations, says Mr Lane, can 
shed light on some of biology’s most pro- 
found questions. 

The most accessible of those is how life 
got started in the first place. Most people 
learn some version of the “primordial 
soup” theory, which posits that Earth’s 



Good food 

Nose-to-tail eating 



Lesser Beasts: A Snout-to-TaiT History of 
the Humble Pig. By Mark Essig. Basic 
Books; 310 pages; $27.50 

4 4 TF YOU are going to kill the animal, it 
X seems only polite to use the whole 
thing,” says Fergus Henderson of Lon- 
don’s beloved piggy restaurant, St John. 
Mark Essig, a historian residing in the 
hoglands of North Carolina, would 
agree. Mr Essig’s “Lesser Beasts” con- 
cludes by outlining “the dilemma of 
modern pork”: big agricultural compa- 
nies sell a lot of bacon to consumers for a 
pittance, whereas struggling smallhold- 
ers offer small quantities of high-quality 
pork at organic markets for four times as 
much. These farmers can turn a profit 
only by selling every inch of their ani- 
mals to adventurous chefs and gourmets. 

Mr Essig’s broad, well-researched 
book highlights that this is merely the 
latest stage in man’s on-off-and-on-again 
relationship with pigs. The curly-tailed 
animals have proven extraordinarily 
useful to human development and have 
been present from the earliest permanent 
dwellings to modern metropolises. The 
porcine ability to turn waste of almost 
any description into protein-thanks to “a 
simple gut and multipurpose teeth”, 
which means it can eat almost anything- 
ensured that in the ancient Near East, 
Anglo-Saxon England and the Americas 
it was the perfect beast to sustain rapidly 
growing and colonising populations. 

Yet the pig’s indiscriminate appetite 
has also been its worst enemy. Not for 
nothing is there a Chinese character, qing, 
that designates both “pigsty” and “out- 
house”, and the idea of consuming a 
beast fed on communal waste has ap- 
palled societies from the ancient Egyp- 



early oceans contained enough organic 
chemicals to form spontaneously some 
kind of primitive self-replicator. But biolo- 
gy has moved on, and Mr Lane gives a con- 
vincing account, based on basic chemical 
principles, of why this theory is almost cer- 
tainly wrong. There is simply not enough 
energy available in such a system, he 
points out, to produce complicated chemi- 
cals at anything like the required rate. 

Mr Lane’s preferred idea is that life got 
its start in warm vents at the bottom of the 
ocean, in which hot, mineral-infused wa- 
ter wells up from beneath the sea floor. As 
the water cools, the minerals precipitate 
out, forming intricate, honeycombed struc- 
tures. These tiny mineral chambers, argues 




tians to the Jews and 19th-century New 
Yorkers. Pigs have also been beset by 
snobbery, given that pork has regularly 
provided calories to the poorest mem- 
bers of society. After the Black Death 
carried off a third of Europe, demand for 
meat plummeted and so did prices. 
Peasants started eating pork; uppity 
nobles chewed on birds and beef instead. 

Mr Essig’s main point is that the better 
people treat pigs, the more they like them. 
Romans lavished love and attention on 
their pigs, allowing them to wander in 
the woods, eating nuts and grains. In 
return, they enjoyed delicious meat. 
Post-war America industrialised pig 
production, inventing indoor cages and 
“a litany of horrors” for their sows, and 
found the meat was mushy and tasteless. 
As a consequence, pork consumption has 
been static for 30 years. 

Mr Essig ends his entertaining study 
with a rhetorical question: “How much is 
a happy pig worth?” For him, such 
intelligent, efficient companions should 
command a much higher price. 



Mr Lane, provided an early version of the 
modern cell wall. They kept the chemistry 
inside the “cell” different from that outside. 
That, in turn, allowed the formation of a 
strong voltage gradient across their bound- 
aries. Those gradients were the forerun- 
ners of the voltage differences that enable 
modern cells to manufacture the thou- 
sands of chemicals they need to function- 
and which therefore provide the vital 
spark for every living thing on the planet. 

Although the other questions are per- 
haps more obscure, they are just as pro- 
found. Life began on Earth, as best as scien- 
tists can tell, around 3.8 billion years ago 
(the planet itself is about 4.5 billion years 
old). For the first 2 billion years of its exis- ►► 
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► tence, life was relatively simple, divided 
between the bacteria and the archaea, two 
groups of single-celled organisms with dif- 
ferent takes on metabolic chemistry. Then, 
suddenly, something new arrived on the 
scene, complicated “eukaryotic” cells, 
complete with nuclei, tightly packed chro- 
mosomes and all kinds of specialised com- 
partments. Mr Lane posits that the crucial 
step was the unlikely development of sym- 
biosis between an archaeon and a bacte- 
ria. The hyper-specialised descendants of 
those ancient bacteria, the mitochondria, 
form the “power plants” inside the cells of 
all complex life today. 

Mr Lane’s prose is clear. Occasionally it 
sparkles-“the universe is not pregnant 



I N AVANT-GARDE art, as in polar explora- 
tion, it’s getting there first that counts. The 
history of modernism is often viewed as a 
series of discoveries with the glory going 
to whomever made the next conceptual 
breakthrough. As that story is usually told, 
for the first half of the 20th century the in- 
novative centre was Europe, before the old 
world was overtaken in the aftermath of 
the second world war by America. 

In recent years that comfortable narra- 
tive has been disrupted. In the 1950s and 
1960s some of the most daring work began 
to come not from cities like Paris or New 
York but from near Osaka, a second-tier 
city in a nation already considered margin- 
al to the modernist project. The source of 
this innovation was a movement known 
as Gutai (meaning something like con- 
creteness). It was founded in 1954 by Jiro 
Yoshihara, a Japanese painter who encour- 
aged his followers to challenge the 
conformity that had contributed to 
the authoritarianism of the preced- 
ing decades. In place of the wartime 
slogan, “one hundred million hearts 
beating as one”, Yoshihara champi- 
oned an art of radical individualism 
summed up by his battle cry: “Create 
what has never been done before!” 

Like Dada, an artistic and literary 
wave that began in Switzerland in 
1916, Gutai was a movement formed 
in response to the trauma of war. The 
radical approaches it favoured-in- 
cluding a preference for non-art ma- 
terials, spontaneity over mastery, 
ephemeral performances, exhibiting 
in non-traditional spaces such as city 
parks and department stores, and a 



with the idea of ourselves,” he writes, dis- 
cussing his view that, thanks to the implau- 
sible rarity of the symbiosis necessary to 
give rise to complex life, it is probably rare 
in the cosmos. But although his ideas are 
somewhat simplified for a lay audience, 
they are never dumbed down. Erequent 
trips to the glossary in the back may help 
those without a biological background to 
make sense of some passages. 

If that sounds like a criticism, it should 
not. Mr Lane never patronises his readers, 
and those willing to make the effort to 
think about what he is saying will be re- 
warded with one of the deepest, most illu- 
minating books about the history of life to 
have been published in recent years. ■ 



general rej ection of tradition- were intend- 
ed to undermine art’s complicity with sys- 
tems of wealth and power. “Let’s bid fare- 
well to the hoaxes piled up on the altars 
and in the palaces,” Yoshihara urged, “the 
drawing rooms and the antique shops 
. . .Lock up these corpses in the graveyard.” 

Given Gutai’s Utopian philosophy, the 
current market buzz about its work is not 
without irony. Stimulated by two shows in 
New York in 2013, “Gutai: Splendid Play- 
ground” at the Guggenheim Museum and 
“Tokyo 1955-1970: A New Avant-Garde” at 
the Museum of Modern Art (moma), as 
well as a new exhibition now at the Dallas 
Art Museum, “Between Action and the 
Unknown: the Art of Kazuo Shiraga and 
Sadamasa Motonaga” (until July 19th), 
prices for work by the best-known Gutai 
practitioners have increased dramatically. 

The most spectacular example has 



been Shiraga, who died in 2008 and whose 
paintings have recently become the object 
of something of a feeding frenzy. Since 
2009 the average price of Shiraga’s work 
has risen more than six times. Last June 
one of his most famous paintings, “Geki- 
dou Sum Aka” (“Dynamic of Red”-pic- 
tured), which served as Gutai’s manifesto 
when it was unveiled at Expo 70, the world 
fair in Osaka, sold at Sotheby’s in Paris for 
$5.3m. Not surprisingly, blue-chip galleries 
have begun to take notice: two New York 
dealers, Dominique Levy and Mnuchin 
Gallery, featured Shiraga’s work in their 
shows earlier in the spring; Eergus McCaf- 
frey follows suit this month. 

The sudden star power of Shiraga is 
both understandable and a little disquiet- 
ing. His paintings are an almost perfect 
combination of radical aspiration and tra- 
ditional form-high-mindedness that can 
easily be packaged and hung on a wall. Dis- 
pensing with the manual skill normally as- 
sociated with painting, Shiraga adopted a 
technique in which he painted with his 
feet, manipulating gloopy puddles of pig- 
ment while suspended by ropes over pa- 
per, canvas and (on occasion) more exotic 
materials like the hide of a wild boar. The 
results recall the action paintings of Jack- 
son Pollock-a major inspiration for Yosh- 
ihara and his disciples-as well as other 
members of the New York school, such as 
Eranz Kline and Willem de Kooning. 

But Shiraga pumps up the volume, turn- 
ing Pollock’s ethereal drips or Kline’s slash- 
ing brushwork into cosmic geological for- 
mations that writhe and bubble as if 
extruded from a volcanic caldera. They 
have a presence that blows away much of 
today’s thin, ironic, media-saturated con- 
fections. They not only ooze, they ooze 
authenticity-a precious commodity in an 
increasingly jaded global art world. 

The spectacle of a Utopian movement 
seduced by market capitalism is an old 
one. The chasm between Gutai’s antimate- 
rialist goals and the world of luxury 
commodities that has become ubiquitous 
is made explicit by a video (included in 
both the Dominique Levy show and 
at the Dallas Museum of Art) of 
Shiraga’s famous performance, 
“Challenging Mud”, which was first 
realised in 1955. In it the almost na- 
ked artist battled with a recalcitrant 
pile of sticky goo to create a work 
that was both temporary and em- 
phatically unmarketable. 

Here was an inspiring affirma- 
tion of an artist refusing to succumb 
to the demands of capitalism, throw- 
ing himself fully into something that 
could not possibly be bought or sold, 
that offered nothing but the specta- 
cle of a heroic struggle against mean- 
inglessness. It seems that many well- 
heeled collectors today find such 
total commitment irresistible. ■ 
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Business and Executive Education 
in the heart of Global Business 



* AMBA Accredited MBA 

* English medium academic instruction alongside 
Chinese language and cyltural learning 

* Guaranteed internships In leading 
Chinese and miiltinational companies 

« A top ranked Business School in 
China and a world-class university 

Postgraduate programmes also available in International 
Relations, and International Economics and Business, 
for practicing and aspiring globally focused professionals- 

Find out more: 
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O WORLD 
GOLD 
COUNCIL 



Director, Central Banks and Public Policy, London or New York. 

The World Gold Council is the market development organisation 
for the gold industry. Working within the investment, jewellery and 
technology sectors, as well as engaging in government affairs, our 
purpose is to provide industry leadership, whilst stimulating and 
sustaining demand for gold. 

The World Gold Council is recruiting an individual to work in its 
Central Bank and Public Policy team, based in London or New York. 
The primary focus will be on promoting the role of gold as a reserve 
asset to the world's central banks, based on rigorous analysis of 
the way that gold interacts with other reserve assets and macro- 
economic variables. 

Your responsibilities will include: engaging with government bodies, 
financial market regulators, central banks and market participants to 
promote the role of gold as a reserve asset. You will assist the World 
Gold Council in developing public policy positions to support an 
orderly gold market, free fair and unfettered access for all individuals 
and transparency and good governance. You will also continually 
monitor the global financial, macro-economic, and policy and 
regulatory environment to help identify new roles for gold. 

To submit your application, please forward your CV and covering 
letter to recruitment@gold.org, quoting "Director, Central Banks 
and Public Policy". 
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Silicon Valley? A place you've never been but will 
return to every day? Then come to the source. 

There's only one: Stanford. 

UPCOMING PROGRAMS 
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The Corporate Entrepreneur: 

Driving Innovation and New Ventures 
August 2 = 7 and October 25 - 30, 2015 
(two module program) 
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August 9 = 14, 2015 

Managing Talent for Strategic Advantage 
August 23-28. 2015 
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Are you prepared 
to have courageous 
conversations 
about change? 



CONSULTING & 
COACHING FOR CHANGE 

Rethinking change 



++EC 

Th> rnsr* kMm, 
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KhOPi. 




Contact at HEC: 


7 modules starting 3 Dec 20TS 


Anders Gezelius 


This programme can tead to an NEC EKeculive Specialised Master’s Degree 


^33 101 1 55 65 59 93 


For more information 


gezeliusrahec.fr 


www.consulting^coaching-change.com 
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BERENBERG 

siNci 



Berenberg is a major driving force in European equity markets with a team of 80 
Equity Analysts in London. 

Through its four business divisions of Private Banking, Investment Banking, Asset 
Management and Corporate Banking, the owner-managed bank is able to offer 
a broad range of services into corporations, investment institutions and private 
individuals. 

Founded in 1 590 in Hamburg, Germany, Berenberg is one of the leading privately 
owned banks in the world. 

We are looking for a Senior UK Economist, London. 

As a key member of Berenberg's highly rated team of economists in London, the 
successful candidate will: 

• Identify and analyse key economic trends in the UK and other Western 
economies 

• Produce high quality, innovative research notes for a wide range of audiences 

• Interact frequently with external and internal clients 

The successful candidate will have: 

• A strong background in economics or econometrics 

• Some relevant experience at a central bank, a ministry of finance, an 
international organisation or in financial markets or research 

• Excellent communication skills 

• The ability to thrive in a fast paced environment 

• A PhD in economics or econometrics would be an asset. We also invite strong 
candidates just finishing their PhD on a relevant topic to apply 

Have we sparked your interest? 

Then please send your application to recruitment@berenberg.com 
(No agencies please) 



Berenberg • HR department • Caroline Reynolds 
60 Threadneedle Street ■ London EC2R 8HP 
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For Devetopment of Heavy Mineral Beach Sands (HMBS) including 
exploration A mining, mineral separation and value added plants 
for the minerals. EOl is for 3 leases with option to submit for one or 
more. Last date and time for submission of EOls is 1600 hrs 1ST 
on 30.05 2016. For complete details please visit APMDC website : 
www.apmdc.ap, go v.in from 30.04.201 5. 

Date : 28.04.2015 Vice Chairman & Managing Director 
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HIGH COMMISSION FOR THE 
DEVELOPMENT OF ARRIYADH 



4 



King Abduiaziz Project for 
Pigadh Public Transport 




ANNOUNCEMENT 

In accordance Uiith the Resolution of the Saudi Council of Ministers 
luhich approved the Implementation of the King Abdulaziz Public 
Transport for Riyadh (Metro and Bus Netiuorks). High Commission 
For The Development Of Arriyadh (ADA) invites tiJorld Class 
Operators, specialized in operating and maintaining unattended 
transit systems and related facilities (stations, depots...), to apply 
for Prequalification for the Riyadh Metro Operation and 
Maintenance Tender. 

Interested Operators may send a request for Prequalification 
Documents at: 

metro(3arriyadh.net 



The deadline for the Submission of the 
Application and Prequalification Documents 
is on Monday 1 June 2015 at 12:00 pm 
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Economic data 

% change on year ago 

Gross domestic product 

latest qtr* 2015t 


Industrial 

production 

latest 


Consumer prices Unemployment 

latest 2015t rate, % 


Current-account balance 

latest 12 % of GDP 

months, $bn 2015^ 


Budget 

balance 

% of GDP 
2015t 


Interest 
rates, % 

10-year gov't 
bonds, latest 


Currency units, per $ 

Apr 29th year ago 


United States 


+3.0 Ql 


+0.2 


+3.0 


+2.0 Mar 


-0.1 Mar 


+0.3 


5.5 Mar 


-410.6 Q4 


-2.2 


-2.5 


1.95 


- 


- 


China 


+7.0 01 


+5.3 


+6.9 


+5.6 Mar 


+1.4 Mar 


+1.4 


4.1 Ql§ 


+219.7 Q4 


+2.7 


-2.8 


3.29§§ 


6.20 


6.26 


Japan 


-0.8 04 


+1.5 


+1.0 


-1.2 Mar 


+2.2 Feb 


+0.7 


3.5 Feb 


+46.6 Feb 


+2.3 


-6.9 


0.30 


119 


103 


Britain 


+2.4 01 


+1.2 


+2.6 


+0.1 Feb 


nil Mar 


+0.3 


5.6 Jan^^ 


-161.3 Q4 


-4.5 


-4.4 


1.81 


0.65 


0.59 


Canada 


+2.6 04 


+2.4 


+2.0 


+4.1 Jan 


+1.2 Mar 


+1.0 


6.8 Mar 


-39.3 Q4 




-1.8 


1.59 


1.20 


_ _ liQi _ 


Euro area 


+0.9 04 


+1.3 


+1.4 


+1.6 Feb 


-0.1 Mar 


+0.1 


11.3 Feb 


+298.6 Feb 


+2.7 


-2.2 


0.29 


0.90 


0.72 


Austria 


-0.2 04 


+0.4 


+1.0 


-0.2 Feb 


+1.0 Mar 


+0.9 


5.3 Feb 


+3.2 Q4 


+1.5 


-2.1 


0.29 


0.90 


0.72 


Belgium 


+0.9 01 


+1.2 


+1.3 


-4.6 Feb 


+0.3 Apr 


+0.2 


8.5 Feb 


+7.4 Dec 


+0.5 


-2.6 


0.53 


0.90 


0.72 


France 


+0.2 04 


+0.5 


+1.1 


+0.6 Feb 


-0.1 Mar 


+0.1 


10.6 Feb 


-18.3 Feb* 


-0.9 


-4.2 


0.42 


0.90 


0.72 


Germany 


+1.5 04 


+2.8 


+1.8 


-0.3 Feb 


+0.4 Apr 


+0.3 


6.4 Mar 


+290.1 Feb 


+7.6 


+0.7 


0.29 


0.90 


0.72 


Greece 


+1.2 04 


-1.5 


+1.4 


+1.9 Feb 


-2.1 Mar 


-0.9 


25.7 Jan 


+1.6 Feb 


+2.7 


-3.5 


11.51 


0.90 


0.72 


Italy 


-0.5 04 


-0.1 


+0.5 


-0.2 Feb 


-0.1 Mar 


+0.1 


12.7 Feb 


+45.9 Feb 


+1.9 


-2.9 


1.51 


0.90 


0.72 


Netherlands 


+1.4 04 


+3.2 


+1.5 


-0.2 Feb 


+0.4 Mar 


+0.2 


8.9 Mar 


+90.2 Q4 


+9.2 


-2.0 


0.30 


0.90 


0.72 


Spain 


+2.0 04 


+2.7 


+2.4 




-0.7 Mar 


-0.6 


23.2 Feb 


+11.3 Jan 


+0.4 


-4.5 


1.32 


0.90 


0.72 


Czech Republic +1.2 04 


+1.5 


+2.9 




+4.6 Feb 


+0.2 Mar 


+0.2 


7.2 Mar§ 


+1.4 Q4 


-0.5 


-1.7 


0.50 


24.6 


19.9 


Denmark 


+1.5 04 


+2.1 


+1.6 


-2.3 Feb 


+0.6 Mar 


+0.7 


4.9 Feb 


+22.0 Feb 


+5.6 


-3.0 


0.44 


6.71 


5.40 


Norway 


+3.2 04 


+3.7 


+0.9 


+2.2 Feb 


+2.0 Mar 


+1.4 


3.9 Jan^^ 


+42.5 Q4 


+11.5 


+7.0 


1.45 


7.52 


6.01 


Poland 


+3.1 04 


+2.8 


+3.3 


+8.7 Mar 


-1.5 Mar 


+0.2 


11.7 Mar§ 


-5.3 Feb 


-1.7 


-1.5 


2.62 


3.60 


3.04 


Russia 


+0.4 04 


na 


-4.1 


-0.5 Mar 


+16.9 Mar 


+15.2 


5.9 Mar§ 


+57.1 Ql 


+3.7 


-2.6 


10.78 


50.9 


35.6 


Sweden 


+2.6 04 


+4.6 


+2.6 


-3.9 Feb 


+0.2 Mar 


+0.2 


8.0 Mar§ 


+35.7 Q4 


+5.9 


-1.3 


0.33 


8.33 


6.56 


Switzerland 


+1.9 04 


+2.4 


+0.9 


+2.7 Q4 


-0.9 Mar 


-0.9 


3.2 Mar 


+49.1 Q4 


+7.8 


+0.3 


-0.07 


0.94 


0.88 


Turkey 


+2.6 04 


na 


+3.4 


+1.0 Feb 


+7.6 Mar 


+6.6 


11.3 Jan§ 


-42.8 Feb 


-4.5 


-1.7 


9.37 


2.66 


2.12 


Australia 


+2.5 04 


+2.2 


+2.5 


+3.3 Q4 


+1.3 Ql 


+1.7 


6.1 Mar 


-40.1 Q4 


-3.0 


-2.3 


2.60 


1.25 


1.08 


Hong Kong 


+2.2 04 


+1.5 


+2.4 


-3.6 Q4 


+4.6 Mar 


+3.3 


3.3 Mar^^ 


+5.6 Q4 


+2.3 


-0.2 


1.52 


7.75 


7.75 


India 


+7.5 04 


+4.0 


+7.5 


+5.0 Feb 


+5.2 Mar 


+5.2 


8.6 2014 


-27.4 Q4 


-0.9 


-4.1 


7.81 


63.5 


60.2 


Indonesia 


+5.0 04 


na 


+5.2 


+2.3 Feb 


+6.4 Mar 


+5.9 


5.9 Q3§ 


-26.2 Q4 


-3.1 


-1.9 


7.54 


12,923 


11,555 


Malaysia 


+5.8 04 


na 


+5.5 


+5.1 Feb 


+0.9 Mar 


+2.9 


3.2 Feb§ 


+15.2 Q4 


+3.4 


-4.4 


3.86 


3.54 


3.26 


Pakistan 


+5.4 2014* 


* na 


+5.7 


+0.9 Feb 


+2.5 Mar 


+4.6 


6.2 2013 


-1.9 Ql 


-0.6 


-5.1 


9.00ttt 


102 


98.4 


Philippines 


+6.9 04 


+10.4 


+6.7 


+4.4 Feb 


+2.4 Mar 


+3.0 


6.6 Ql§ 


+12.7 Dec 


+3.8 


-2.0 


4.13 


44.3 


44.5 


Singapore 


+2.1 01 


+1.1 


+3.1 


-5.5 Mar 


-0.3 Mar 


+0.4 


1.9 Q4 


+58.8 Q4 


+22.2 


-0.7 


2.19 


1.32 


1.26 


South Korea 


+2.4 01 


+3.1 


+3.2 


-0.1 Mar 


+0.4 Mar 


+1.1 


4.0 Mar§ 


+94.4 Feb 


+7.7 


+0.5 


2.40 


1,070 


1,031 


Taiwan 


+3.5 01 


+4.8 


+3.9 


+6.5 Mar 


-0.6 Mar 


+0.7 


3.8 Mar 


+65.3 Q4 


+12.6 


-1.2 


1.56 


30.4 


30.2 


Thailand 


+2.2 04 


+7.1 


+3.9 


+3.6 Feb 


-0.6 Mar 


_hL3__ 


0.8 Feb§ 


+14.2 Q4 


+2.2 


-1.9 


2.49 


32.8 


32.3 


Argentina 


+0.4 04 


+0.1 


' -0.8 


-1.6 Mar 


z 77 “ 


- 


6.9 Q4§ 


-5.1 Q4 


-1.4 


-3.1 


na 


8.90 


8.00 


Brazil 


-0.2 04 


+1.3 


-0.9 


-9.1 Feb 


+8.1 Mar 


+7.6 


6.2 Mar§ 


-101.6 Mar 


-3.9 


-5.3 


12.67 


2.96 


2.23 


Chile 


+1.8 04 


+3.8 


+3.0 


-3.2 Mar 


+4.2 Mar 


+3.7 


6.1 Feb§« 


-3.0 Q4 


-1.5 


-2.0 


4.46 


610 


562 


Colombia 


+3.5 04 


+2.9 


+3.7 


-1.3 Feb 


+4.6 Mar 


+4.1 


9.9 Feb§ 


-19.8 Q4 


-6.1 


-2.1 


6.67 


2,393 


1,933 


Mexico 


+2.6 04 


+2.7 


+2.9 


+1.6 Feb 


+3.1 Mar 


+3.1 


4.2 Mar 


-26.5 Q4 


-2.3 


-3.4 


5.77 


15.2 


13.1 


Venezuela 






-3.4 


+0.8 Sep 


+68.5 Dec 


+65.9 


7.9 Jan§ 


+10.3 Q3 


-1.8 


-15.9 


_n.03 


6.30 


6.35 


Egypt 


+4.3 04 


na 


+4.0 


+4.9 Feb 


+11.5 Mar 


+9.7 


12.9 Q4§ ' 


-5.8 Q4 


-1.3 


-10.7 


na 


7.63 


7.00 


Israel 


+3.4 04 


+7.0 


+3.5 


-0.3 Feb 


-1.0 Mar 


-0.2 


5.3 Feb 


+9.0 Q4 


+4.8 


-3.0 


1.44 


3.86 


3.47 


Saudi Arabia 


+3.6 2014 


na 


+2.5 


na 


+2.0 Mar 


+2.7 


6.0 2014 


+81.2 Q4 


-1.7 


-10.4 


na 


3.75 


3.75 


South Africa 


+1.3 04 


+4.1 


+2.1 


-0.4 Feb 


+4.0 Mar 


+4.5 


24.3 Q4§ 


-19.1 Q4 


-5.0 


-3.7 


7.93 


11.8 


10.6 



Source: Haver Analytics. *% change on previous quarter, annual rate. ^The Economist poll or Economist Intelligence Unit estimate/forecast. §Not seasonally adjusted. ^New series. **Year ending June. ttLatest 3 
months. ^^3-month moving average. §§5-year yield. ***Offidal number not yet proven to be reliable; The State Street PriceStats Inflation Index, Feb 30.0%; year ago 32.22% fttoollar-denominated bonds. 
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Economic and finandal indicators 



81 



Markets 



% change on 

Dec 31st 2014 





Index 
Apr 29th 


one 

week 


in local in $ 
currency terms 


United States (DJIA) 


18,035.5 


nil 


+1.2 


+1.2 


China (SSEA) 


4,690.8 


+1.8 


+38.4 


+38.5 


Japan (Nikkei 225) 


20,059.0 


-0.4 


+14.9 


+15.9 


Britain (FSE 100) 


6,946.3 


-1.2 


+5.8 


+4.9 


Canada (S&PTSX) 


15,347.3 


+0.3 


+4.9 


+1.5 


Euro area (FTSE Euro 100) 


1,196.6 


-3.0 


+15.4 


+6.3 


Euro area (EURO STOXX 50) 3,617.1 


-2.9 


+15.0 


+5.9 


Austria (ATX) 


2,586.5 


-1.2 


+19.7 


+10.3 


Belgium (Bel 20) 


3,703.4 


-2.4 


+12.7 


+3.9 


France (CAC 40) 


5,039.4 


-3.3 


+17.9 


+8.7 


Germany (DAX)* 


11,432.7 


-3.7 


+16.6 


+7.4 


Greece (Athex Comp) 


798.0 


+10.9 


-3.4 


-11.0 


Italy (FSE/MIB) 


22,995.6 


-1.4 


+21.0 


+11.5 


Netherlands (AEX) 


489.3 


-3.3 


+15.3 


+6.2 


Spain (Madrid SE) 


1,153.1 


-0.3 


+10.6 


+1.9 


Czech Republic (PX) 


1,025.1 


-1.7 


+8.3 


+0.8 


Denmark (OMXCB) 


858.1 


-3.6 


+27.1 


+16.9 


Hungary (BUX) 


22,321.2 


+1.7 


+34.2 


+29.1 


Norway (OSEAX) 


686.6 


-1.4 


+10.8 


+10.7 


Poland (WIG) 


56,559.4 


+0.2 


+10.0 


+8.5 


Russia (RTS, $ terms) 


1,031.8 


+2.8 


+11.1 


+30.5 


Sweden (0MXS30) 


1,636.2 


-4.1 


+11.7 


+5.1 


Switzerland (SMI) 


9,105.1 


-2.7 


+1.4 


+7.4 


Turkey (BIST) 


85,978.4 


+2.6 


+0.3 


-11.5 


Australia (AUOrd.) 


5,818.2 


+0.1 


+8.0 


+5.8 


Hong Kong (Hang Seng) 


28,400.3 


+1.7 


+20.3 


+20.4 


India (BSE) 


27,225.9 


-2.4 


-1.0 


-1.3 


Indonesia (JSX) 


5,105.6 


-6.1 


-2.3 


-6.5 


Malaysia^LSE]_ 






_j^4^_ 




Pakistan (KSE) 


33,460.0 


-0.1 ' 


+4.1 


+2.9 


Singapore (STI) 


3,487.2 


-0.3 


+3.6 


+4.2 


South Korea (KOSPI) 


2,142.6 


-0.1 


+11.9 


+15.0 


Taiwan (TWI) 


9,853.8 


+2.5 


+5.9 


+9.7 


Thailand (SET) 


1,522.5 


-1.9 


+1.7 


+1.9 


Argentina (MERV) 


12,184.6 


+4.3 


+42.0 


+35.1 


Brazil (BVSP) 


55,325.3 


+1.3 


+10.6 


+0.2 


Chile (IGPA) 


19,656.2 


+0.4 


+4.2 


+4.1 


Colombia (IGBC) 


10,772.5 


+4.0 


-7.4 


-7.7 


Mexico (IPC) 


44,942.2 


-0.6 


+4.2 


+1.2 


Venezuela (IBC) 


5,726.8 


+0.7 


+48.4 


na 


Egypt (Case 30) 


8,488.5 


-1.6 


-4.9 


-10.9 


Israel (TA-100) 


1,433.1 


-2.6 


+11.2 


+12.1 


Saudi Arabia (Tadawul) 


9,812.4 


+2.1 


+17.7 


+17.8 


South Africa (JSEAS) 


54,541.7 


+0.5 


+9.6 


+8.1 



I Grains and oilseeds 

Record harvests Lastyear have meant a 
glut of grains and oilseeds on world 
markets and a slump in prices. Wheat, 
maize and soyabean prices have all fallen 
bya quarterin ayear. Demand for Ameri- 
can wheat has dropped as a result: ex- 
ports are expected to fall by 24% in 
2014-15, to their lowest level for 12 years. 
Global soyabean stocks have risen by 
55% from last season, after an 11% in- 
crease in output. China's price-support 
policy has led to a sharp expansion in 
grain output: it now holds about 40% of 
globalinventory. Its maize stocks 
amountto 40% of its annual consump- 
tion, its wheat stocks to 50%. Rice bucks 
the trend: world stocks are the lowest for 
five years, as a result of Asian demand. 

Other markets 

% change on 
Dec 31st 2014 



Index one in Local in $ 
Apr 29th week currency terms 



United States (S&P 500) 


2,106.9 


-0.1 


+2.3 


+2.3 


United States (NAScomp) 


5,023.6 


-0.2 


+6.1 


+6.1 


China (SSEB, $ terms) 


401.9 


+0.7 


+38.1 


+38.2 


Japan (Topix) 


1,627.4 


+0.3 


+15.6 


+16.5 


Europe (FTSEurofirst300) 


1,581.9 


-2.9 


+15.6 


+6.5 


World, dev'd (MSCI) 


1,795.9 


+0.5 


+5.0 


+5.0 


Emerging markets (MSCI) 


1,059.5 


+1.1 


+10.8 


+10.8 


World, all (MSCI) 


440.6 


+0.6 


+5.6 


+5.6 


World bonds (Citigroup) 


891.4 


+1.3 


-1.2 


-1.2 


EMBI+ (JPMorgan) 


717.2 


-0.1 


+3.7 


+3.7 


Hedge funds (HFRX) 


1,251.5§ 


-0.2 


+2.7 


+2.7 


Volatility, US (VIX) 


13.4 


+12.7 


+19.2 (levels) 


CDSs, Eur(iTRAXX)t 


61.2 


+2.0 


-4.6 


-12.1 


CDSs,NAm (CDX)t 


62.7 


+1.9 


-6.9 


-6.9 


Carbon trading (EU ETS) € 


7.5 


+4.9 


+2.6 


-5.5 



Sources: Markit; Thomson Reuters. *TotaL return index. 
^Credit-defauLt-swap spreads, basis points. §Apr 28 th. 

Indicators for more countries and additional 
series, goto: Economist.com/indicators 



International Grains Council price indices 
Jan 1st 2010=100 



I -""" ' ' 60 

2010 11 12 13 14 15 

Source: IGC 

The Economist commodity-price index 

2005=100 

% change on 
one one 

Apr 21st Apr 28th* month year 



Dollar Index 

All Items 


141.9 


143.1 


+1.3 


-19.4 


Food 


157.9 


156.9 


-0.1 


-24.7 


Industrials 










All 


125.3 


128.8 


+3.1 


-11.4 


Nfat 


118.0 


121.6 


+2.5 


-20.6 


Metals 


128.5 


131.9 


+3.4 


-7.1 


Sterling Index 

All items 


172.9 


169.9 


-1.9 


-11.3 


Euro Index 










All items 


164.3 


162.1 


-1.0 


+1.5 


Gold 










$ per oz 


1,199.1 


1,212.3 


-1.0 


-6.7 


West Texas Intermediate 








$ per barrel 


55.7 


56.1 


+7.9 


-44.5 



Sources: Bloomberg; CME Group; Cotlook; Darmenn & Curl; FT; ICCO; 
ICO; ISO; Live Rice Index; LME; NZ Wool Services; Thompson Lloyd & 
Ewart; Thomson Reuters; Urner Barry; WSJ. *Provisional 
tNon-food agriculturals. 
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Obituary Sabeen Mahmud 




Karachi’s wild child 



Sabeen Mahmud, entrepreneur, campaigner and all-round agitator, was killed on 
April 24th, aged 40 



N obody, of course, had anything to do 
with it, when Sabeen Mahmud’s car 
was stopped by two men on a motorbike 
who shot her at point-blank range through 
the windows. The Pakistani Taliban de- 
nied all responsibility The Inter-Services 
Intelligence, isi, promised all possible help 
to the police. Nawaz Sharif’s government 
ordered the police to find the perpetrators 
within three days. The police said they 
were very busy ascertaining a motive. 

Really, it wasn’t hard to spot one. Here 
in the midst of anarchic, dysfunctional, 
crammed, crazy, noisy Karachi was a wom- 
an who was even more anarchic, crazy, 
noisy and in-your-face. She was at the 
heart of every disturbance, from support- 
ing rank outsiders in the local elections to 
organising flash protests on social media, 
and spiced up every organisation she be- 
longed to, which was any outfit committed 
to challenging discrimination or injustice. 

No veil or scarf for her; with her short- 
cropped hair and black-rimmed glasses, 
she looked like a New York intellectual and 
felt like a postmodern hippie child. She 
loved Jimi Hendrix, Bruce Springsteen and 
the Beat poets. She’d give you a straight, 
cool stare, equally straight talk, an easy 
laugh, and a philosophy of absolute fear- 
lessness. If you were afraid, she’d say, 
you’d get nothing done: especially not in 



army-ridden, intolerant Pakistan, where so 
much was never to be questioned or dis- 
cussed, and certainly not by women. 

The centre of all she did was the Second 
Floor (t2f for short), the cafe/bookshop/ 
performance space she founded in 2007. 
She had a pittance in the bank at the time, 
but a reckless dream of copying the old Pak 
Tea House in Lahore where radicals used 
to meet. By working on tech projects all the 
hours she could, maxing out her credit 
cards and begging money from relations, 
she gave Karachi a place where talk-about 
art, science, politics, anything-could flow 
freely, and citizens could get online and or- 
ganise. Two years later, when the nervous 
landlord kicked her out, the cafe had be- 
come such a lifeline for Karachi’s free- 
thinkers that she easily found a better 
place. She called the performance area “Fa- 
raar”, Urdu for “escape”. 

There, in a comparatively shabby street 
in the posh Defence district, poets on open 
mic advocated revolution; people sat 
around for hours discussing life on Mars; 
musicians tried out their pieces, artists 
hung weird stuff on the walls, home-made 
films were screened, and anyone could 
wander in and shoot the breeze, no matter 
what their creed or disposition or label- 
Punjabi, Bihari, or whatever. In 2007, when 
President Pervez Musharraf fired some Su- 
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preme Court judges, Ms Mahmud invited 
lawyers to plot their protests there. In 2013 
she organised a hackathon, Pakistan’s first, 
where for a whole weekend people brain- 
stormed new ideas and apps to make Kara- 
chi work better. Don’t just bad-mouth the 
government, she would say. Take charge! 
Change things! 

No one paid to belong to t2f, though 
you could buy good coffee and brownies, 
as well as alternative books. Those takings 
covered about half the costs and gave her a 
salary, not that she cared much. She ran her 
own media-and-tech consulting firm and 
was president for a time of the Karachi out- 
post of an organisation that fostered tech 
entrepreneurs, but didn’t want to make 
money. The point was to fight the “horrible 
stuff” going on in Pakistan and the world. 

Where had all this adrenalin-boosted 
energy come from? She blamed her moth- 
er, Mahenaz, for instilling “mad ideas at a 
young age” and supporting her ever after. 
(Mahenaz was in the car with her, and was 
hurt in the attack.) But she was spurred on 
just as much by anyone who told her she 
could not or must not do a thing. When a 
computing teacher belittled her at school 
she decided to master computers by her- 
self, falling in love at 14 with a Macintosh 
Plus that had Pink Floyd and Lenny Bruce 
in it, and teaching herself to solder wires 
and write programs. Small wonder she be- 
lieved, first, that formal education was stul- 
tifying, and second that computers, espe- 
cially Macs, could shake everything up in 
the way she longed to see. 

Even sport pricked her defiance. Her 
school, Karachi Grammar, didn’t let girls 
play cricket, so she played it at home with 
any spare passing males she could find. A 
bat, stumps and proper hard ball went 
with her to the office-to whack assailants 
over the head, apart from anything else. 

Inviting enemies in 

Abuse and threats came often. She laughed 
them off. Other dissidents left Karachi, but 
she loved it too dearly to live anywhere 
else. Friends said she should put a security 
guard on the cafe door; she preferred to in- 
vite her enemies in, to eat panini and join 
the conversation. In 2007 she hosted a talk 
by an author who had uncovered army fi- 
nances; ISI people were invited, and some 
came. On April 24th she had just held a 
meeting to “un-silence” Baluchistan, Paki- 
stan’s most neglected and separatist prov- 
ince, where hundreds of activists and stu- 
dents had been abducted, probably killed. 
Lahore University had been warned off 
the subject. There would probably be 
“blowback”, she told a friend; “I just don’t 
know what that blowback entails.” 

The authorities and jihad-makers were 
all most extremely sorry. Not half as sorry 
as the artists, poets and thinkers of Karachi, 
who suddenly found it hard to breathe. ■ 
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